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ECONOMIC OFFENSIVE ON ALL FRONTS 


SUPREME TEST OF AMERICAN LEADERSHIP AND CHARACTER 


STRIKING and dramatic par- 

allel presents itself in visualizing 

the tense economic plight of the 

world today and in recalling the 
grim, crucial periods of the World War 
when the weary, torn lines of Allied 
defensive wavered before the terrific 
assaults of the enemy. The issue fought 
on the battlefields of France and Flanders 
was between the supreme and surviving 
powers of militant, aggressive imperialism 
on the one side, opposed by forces pledged 
to the cause of preserving democracy and 
animated by ideals of a new day of 
universal peace. 

Today the great issue before the world 
is that of securing economic peace. On one 
side are those striving for constructive 
solutions in delicately and internationally 
related mechanisms of finance, trade and 
industry as a prerequisite to political 
stability of the nations. On the other front 
are those who would adventure upon 
dangerous and radical experiments, seek- 
ing by open and insidious means to 
capitalize discontent and suffering among 
the masses, occasioned by depression and 
maladjustments resulting from war and 
insane speculative excesses. 

As in 1917 the world again looks to the 
progressive spirit, the wealth and re- 
sourcefulness of this country with hopes of 
salvation and deliverance. Then the call 


was for martial vigor and equipment. 
Today the call is for leadership which shall 
discover avenues of escape from the 
jungles of economic chaos. The challenge 
is to translate and give coherence to the 
marvelous achievements of science, inven- 
tion and production for greater human 
advancement than ever dreamed. It isa 
call for leadership which marshalls not 
only the potentialities of wealth, brain and 
brawn. More emphatically it demands a 
new assertion of moral and spiritual quali- 
ties to govern material as well as social 
relations by fostering more equitable dis- 
tribution of the necessities and comforts of 
life that flow from wealth and human 
achievement. ‘‘Not regimented mechan- 
isms, but free men, is our goal,” President 
Hoover said in his acceptance address. 
American leadership and character are 
today on trial. The opportunity to render 
high service to the world in its economic 
crisis parallels the decisive contribution 
which this country made to the winning 
of the World War. The stage has been 
set in Washington for the greatest offen- 
sive on all economic fronts yet undertaken 
to rout depression from its entrench- 
ments. The summons issued by President 
Hoover for an economic parley at the 
White House acquires outstanding im- 
portance because it enlists for attack the 
banking, business and industrial leaders 
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of the nation as well as the various effec- 
tive agencies of Government and emer- 
gency legislation. Although launched with 
in a few months of the Presidential elec- 
tion this movement rises above political 
motives because of the representative, 
non-partisan and high character of the 
members of committees from the twelve 
Federal Reserve districts composing the 
conference. 

While a number of conferences on eco- 
nomic and reconstruction problems have 
been held in Washington during the pres- 
ent Administration, this latest assemblage 
must be regarded as a supreme effort to 
vigorously coordinate the forces of govern- 
ment and business. It enters upon a 
nationwide offensive at a time when there 
are signs of recuperation and restoration 
of public confidence as well as stimulation 
in various channels of trade. The business 
index for the first time in many months 
has halted in its downward course, com- 
modity prices are on the mend, the pros- 
pects for agriculture are improving, em- 
ployment is increasing, bank failures have 
declined, the bond market has acquired 
greater strength and the stock market has 
expressed greater exuberance in the mat- 
ter of prices and volume of trading. The 
lack of appreciable response in industria] 
output, corporate earnings and _ traffic 
movement may give ground for skepti- 
cism. The fact remains, however, that a 
more optimistic and hopeful spirit has 
swept over the public and business mind. 
And that is significant because depression 
has resolved itself into a problem of 
psychology. 


SUPER-COUNCIL FOR ECONOMIC 
LEADERSHIP 


T is to be ardently hoped that 
President Hoover’s latest call to 


economic arms will result in the 
creation of a national and permanent 
Super-Council composed of the respon- 
sible leadership and best brains in Amer- 
ican business, industry and finance. The 
first job, of course, is to break the back- 
bone of depression by banishing fear and 
distrust from the hearts and minds of 
people. Wise use of the munitions for 
emergency and constructive credit ex- 
pansion provided by Congress in pursu- 
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ance of the President’s program, should 
hasten the return of sanity and confidence. 
But beyond the employment of emer- 
gency measures and the exigencies of 
the moment there loom up greater tasks 
of “house cleaning’ and _ stabilization 
which are essentially of economic and 
financial character. This job can be 
much better handled by a collective body 
of men trained in practical affairs of busi- 
ness, banking and the processes of credit 
and enterprise, than by political strategy 
or legislative “hit or miss’ prescription. 

This is a time for caution and a sense 
of grave responsibility. Artificial stimu- 
lants, having only temporary effect, may 
retard the healthy convalescence of the 
patient. Unquestionably the country 
has been launched upon uncharted seas 
because of the inflationary hazards which 
reside in emergency measures of unprece- 
dented nature and magnitude for credit 
expansion enacted by Congress. Success 
of the latest alignment between govern- 
ment and private business in a gigantic 
drive for economic recovery, depends upon 
skilful employment of the vast volume 
of credit expansion made available through 
the two billion dollar Reconstruction 
Finance Corporation, amendments to the 
Federal Reserve System which suspends 
its normal functions by broadening the 
base of rediscounts and the making of 
direct loans to individuals, partnerships 
and corporations; the vast underwriting 
of funds by the Government for relief 
and public construction, the expansion of 
national bank circulation by one billion 
dollars, increased funds for Federal Land 
Banks and Farm Board, the provisions 
of the new Home Loan Bank system and 
other measures of inherently inflationary 
character. 

The philosophy back of President 
Hoover’s elaborate economic reconstruc- 
tion program is that destruction of in- 
trinsic values has reached a stage which 
warrants credit inflation as an antidote to 
restore values, prevent foreclosures, pre 
vent further bank failures, invigorate 
business enterprise and thus restore con- 
fidence. The real importance which at- 
taches to the Washington parley is that it 
constitutes a challenge to the public 
spirit, the genius and courage of business 
leadership. 
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TRUSTEESHIP, LIFE INSURANCE, 
AND THE LAW 


T is in times of adversity that strong 
men and strong institutions acquire 
new sinews and greater strength. 
From this period of drastic change and 
vicissitude in the economic life of the na- 
tion there must and will flow new align- 
ments and new conceptions of service. 
Above all, it has created a greater urge for 
another advance in the scope and refine- 
ment of trust service. Literally, there 
are millions of bewildered American men 
and women, including investors, heads of 
families, professional people, wage earn- 
ers and others in all stratas of society, 
groping for havens of financial security. 
Devastating shrinkage and loss in value 
of securities, property and estates has 
emphasized the demand for a vigorous 
forward march in the science and spread 
of fiduciary protection. 


Even the most successful in business 
and financial affairs have been taught to 
mistrust their individual judgment, rea- 
lizing that it is harder to hold than to 


have and that “riches makes themselves 
wings.” 

Will trust service respond and measure 
up to this great appeal and of opportunity 
derived from adversity? ‘The answer is 
to be found in the wakening of a more en- 
lightened and intensive spirit of co-ordi- 
nation, which shall scrap outworn_bar- 
riers of competition, prejudice and selfish 
pursuit. It will be found in a great in- 
vincible trinity of alignment whereby 
trust companies and banks as fiduciaries, 
the institution of life insurance and those 
who uphold the best traditions of the 
legal profession, willfind acommon ground. 

The complexities of our modern eco- 
nomic and financial machinery, the nu- 
merous investment and estate problems 
and the aggravations of heavy increased 
federal and state inheritance aggravations 
of heavily increased federal and state 
taxes—all these and many other factors 
demonstrate the extreme urge for a com- 
posite alignment of service wherein the 
functions of trusteeship, life insurance 
and the legal profession are knit together 
rather than competitive. 


First MEETING OF HOME LOAN BANK BOARD WITH FRANKLIN FORT, AS CHAIRMAN, PRESIDING 
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STAGE SET FOR A NEW TRIUM- 
VIRATE OF SERVICE 


ATIONAL and local committees on 
cooperation with life underwriters 

and with bar associations have 
labored diligently and with appreciable 
results. But in order to give fuller 
fruition to this splendid ideal of coordi- 
nated service of trusteeship, life insurance 
and legal protection, a more enlightened 
disposition to compromise and make 
mutual concessions must be applied. This 
can only be aquired by trust men, life 
underwriters and the “higher ups’’ in life 
insurance companies, and the lawyers 
going into a huddle and laying their cards 
frankly on the table. Above all, there 
must be a keen searching of respective 
claims regarding respective reserves and 
“rights” or areas of presumed conflict. 
When that is done in the spirit of public 
service, it will be revealed that most of 
the differences which impede the great 
movement of coordination shrivel away 
into empty persiflage. 

There are complaints that the life in- 
surance trust movement, which started 
with such promise and clashing of cym- 
bals, is not keeping up its momentum. 
There is suspicion that life insurance 
companies, with some notable exceptions, 
are striving to circumvent the creation 
of life insurance trusts by projecting their 
lines of optional settlements and policies 
into the fiduciary territory. It is whis- 
pered that there are life underwriters, 
under the urge of present conditions, who 
take advantage of the effect of numer- 
ous bank failures upon the public mind, 
to prejudice prospects against trusteeing 
their insurance, on the assertion that 
funds are safer with the life insurance 
companies than with the trust companies 
and banks. 

Within less than a decade approxi- 
mately five billions of the $110,000,000,- 
000 outstanding life insurance has been 
trusteed with trust companies and banks 
for the beneficiaries of estates. This in 
itself reveals the tremendous appeal which 
the life insurance makes as a vehicle for 
the planning and conservation of estates. 
With imposition of new and heavier fed- 
eral taxes on income, estates and gifts, 
the benefits of life insurance trusts be- 


come still more obvious. In the face of 
that exhibit and situation it is folly for 
life insurance companies or underwriters 
tofoster a competitive attitude and ignor- 
ing the far greater results that must 
accrue from a close alliance of the func- 
tions of trusteeship and life insurance. 
Short-sighted likewise are trust companies 
and banks which yield to discouragement 
in promoting life insurance trusts and co- 
operation with underwriters. There are 
wonderful examples where individual trust 
companies and banks, and where in cities 
like Boston and Philadelphia, the develop- 
ment of genuine team work with groups of 
life underwriters have produced success- 
ful results. The appeal for life insurance 
trusts and whole-hearted cooperation be- 
tween trust companies and life under- 
writers has never been so strong as it 
is in times of depreciated estate, property 
and security values, which demand both 
fiduciary and insurance protection. In- 
surance companies should welcome fiduci- 
ary coverage for proceeds of policies which 
in 1931 aggregated not less than $3,500,- 
000 in direct payments. 


The stage is also set for harmony and 
a new allegiance between trust companies 


and the legal profession. Attempts at 
hostile legislation and unfair criticism as 
to the integrity of trust administration 
are being counteracted by the procession 
of agreements and the praiseworthy work 
of the national and numerous local com- 
mittees on cooperation appointed by cor- 
porate fiduciary associations and by bar 
associations. Indeed, this is the time 
when no greater contribution can be made 
to the economic security of the nation and 
the restoration of sound business, than 
vouchsafed by the creation of a mighty 
triumvirate of protective service, en- 
listing the great forces of trusteeship, life 
insurance and the legal profession under 
a common standard. 
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URGING REVISION OF WILLS AND 
TRUST INSTRUMENTS 


DUTY devolves upon trust com- 
panies and lawyers to bring force- 
fully to the attention of their 
clients and the public the necessity of 


revising wills and trust instruments writ- 
ten before this depression and in the light 
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of existing exigencies, vanishing residuary 
estate, the severe contraction of values, 
changed economic conditions and the 
effect of the 1932 Revenue measure. 
Judging from the volume of display news- 
paper advertising, direct mail, correspond- 
ence and direct communications, the trust 
companies and banks are not remiss in 
this obligation to urge the redrafting and 
replanning of estate and trust programs. 
Incidentally, this vigorous campaign con- 
ducted by trust companies demonstrates 
anew the value of services which trust 
companies give not only to their own 
clientele and the public, but also to the 
legal profession and which the latter 
should not fail to appreciate. 

Collapse of security and real property 
values have caused havoc with the con- 
dition of wills written and not revised 
within the past two and a-half years or 
longer. This is most evident in the ap- 
praisal value of estates and settlement of 
executor and trustee accounts. Especially 
where wills contain designated bequests 
or gifts of properties, securities or amounts 
of cash, effect of neglect in revising wills 
may result in disinheriting the residuary 
legatee, very often the objects of the most 
tender care and affection of the testator. 
There are instances where liquidation of 
estate property at depreciated prices has 
yielded less than cash bequests made to 
relatives or other purposes, leaving the 
widow and children unprovided. Little, 
if any, relief is to be found in the general 
rules of law applicable to decedents’ es- 
tates where death occurs before the will 
is revised. In New York, for example, 
the new Decedent Estate law prohibits 
gifts of more than half the net estate for 
charitable and kindred objects if husband, 
wife or direct descendant survive; but at 
best this would salvage not more than 50 
per cent of the estate. 

Revision should be recommended along 
various lines in addition to readjustment 
to current values and making allowance 
for fundamental considerations required 
in meeting additional tax schedules. Spe- 
cific gifts or bequests, if desired, may be 
put into the form of fractions of the 
estate rather than specific properties. 
A clause may also be inserted providing 
that unless the net estate amounts to a 
specified minimum sum, all legacies other 
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than the residuary legacy shall be deemed 
cancelled. Attention should be given to 
making provision for increased amount 
of taxes which the residuary estate will 
have to bear. Life insurance trusts 
created in flush times and paralleling 
wills should also be given careful consid- 
eration. Effect of gift tax on revocable 
and irrevocable trusts should be studied. 
Perhaps most important is the wisdom 
of giving executors and trustees sufficient 
discretionary authority to deal with rapid- 
ly changing conditions and values. 
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WHERE BULK OF BANKING AND 
TRUST BUSINESS IS LOCATED 


T is of interest to learn from latest 
I statistical summaries that over 45 


per cent of the banking power of 
the United States is held by trust com- 
panies and state banks located in nine 
of the forty-eight states. As of Decem- * 
ber 31, 1931, the combined banking re- 
sources of all banks, national and state, 
aggregated $63,130,550,964, as compared 
with the peak of $72,665,000,000 in 
March, 1929. <A detailed statement of 
state bank and trust company resources 
shows that on December 31, 1931, they 
held $38,468,264,000 of the total of 
$63,130,000,000 for all banks of the coun- 
try. Of this amount not less than 
$30,448,500,000 was held by the trust 
companies and state banks of nine states, 
ranking in order as follows: New York, 
$14,114,906,132; Massachusetts, includ- 
ing savings banks, $3,610,626,977; Penn- 
sylvania, $3,067,210,990; Illinois, $2,454,- 
512,122; Ohio, $1,712,628,867; California, 
$1,390,862,845; Michigan, $1,269,232,741; 
New Jersey, $1,579,194,869, and Connec- 
ticut, $1,148,335,361. 

While official or detailed reports are 
not available, it is safe to state that the 
bulk of the individual and corporate 
trust business administered by the trust 
companies and banks of the country is 
also concentrated in the nine states enu- 
merated, although other states with bank- 
ing resources of less than one billion have 
substantial fiduciary funds. Trust busi- 
ness is naturally most prolific and of 
largest volume in cities and states which 
have the largest populations and where 
wealth is concentrated. 
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REPEAL OF TAX ON CHECKS 
URGED 


ANKERS as a class are not wanting 
‘BI in patriotism and are willing to 

make necessary sacrifices to con- 
tribute to the preservation of the nation’s 
credit and the balancing of the Govern- 
ment’s budget. Most of the banks and 
trust companies are accepting without 
murmur additonal tasks and burdens 
imposed by the new revenue law. They 
are in position, however, to judge the 
actual operation the new tax on checks, 
drafts or orders for the payment of money, 
which has been in effect since June 21, 
1932. 

It has already become clear that this 
must be classed as a costly nuisance tax, 
the revenue from which is not commensur- 
ate with the harm it causes, the expense 
and annoyances of collection. In the 
first place, it is very doubtful that it 
will produce the revenue expected from 
this source. Secondly, large concerns and 
corporations have discovered loopholes 
in the law and are able to evade the tax, 
availing themselves also of the privilege 


of reducing their taxes on checks by pay- 
ing dividends and payrolls through drafts 


on themselves. Counter cash receipts 
are also extensively used to avoid the tax. 
Third, the cost of collection, maintaining 
detailed records and checking up, together 
with the army of additional employees 
required both at Washington and by the 
banks, when reduced to actual figures will 
probably exceed actual income derived 
by the government, not to mention the 
withdrawal of small accounts. 

A number of state bankers’ associations 
and clearing house associations have 
passed resolutions urging either repeal of 
the check tax or substitution of the stamp 
tax, at the next session of Congress. The 
Illinois Bankers Association has taken the 
initiative in conducting a campaign which 
has repeal of this tax for its objective. 

It is quite likely that at the next ses- 
sion of Congress this and other tax provi- 
sions will be taken up in the light of ex- 
perience and it is not unlikely that the 
check tax and other provisions of the new 
revenue bill which are subjected to criti- 
cism as inequitable will receive attention 
at the next session of Congress. Senator 
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Smooth, chairman of the Senate Finance 
Committee, has come out for the general 
manufacturers’ sales tax. President 
Hoover, in his acceptance speech, advo- 
cated reexamination and revision of taxes 
which ‘‘tend to sap the vitality of indus- 
try and thus retard employment.” 
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THE NEW HOME LOAN BANKING 
SYSTEM 


HE immediate purpose of the new 

4) Home Loan Banking System, au- 
thorized by Congress and estab- 
lishing the last important link in Presi- 
dent Hoover’s economic program of re- 
construction, is to afford relief to dis- 
tressed owners of mortgaged homes, to 
release new funds for construction of 
more homes and thus stimulate employ- 
ment, and to lift the burden of a large 
volume of ‘frozen’ mortgage loans or 
collateral from building and loan associa- 
tions, insurance companies, savings banks 
and other financial institutions, especially 
where subject to demands from deposi- 
tors. The system incorporates, however, 
a plan cherished by President Hoover to 
provide for the great body of home own- 
ers a system of credit and liquidity simi- 
lar in principle to the rediscount facilities 
for commercial business made available 
through the Federal Reserve System and 
to farmers through the Federal Land Bank 
System. As such the Home Loan Bank- 
ing System is designed to become a fixture. 
It is estimated that mortgages valued 
at $15,000,000,000 are outstanding on 
residential property. Of this huge vol- 
ume about $8,000,000,000 is held by build- 
ing and loan associations, savings banks, 
insurance companies, commercial banks, 
trust companies and private investors. 
In normal times home loans and mort- 
gages constitute a most desirable type 
of investment. Under conditions such as 
prevailing they become “frozen assets.” 
An appraisal of the assets of many of the 
smaller banks of the country which closed 
their doors during the past two years dis- 
closes that frozen loans on mortgages and 
real estate were the prime causes of such 
fatalities. Of course, many of these in- 
vestments were based on inflated values 
and ill-selected collateral. Nevertheless, 
the absence of a liquid market and redis- 
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count facilities caused numerous bank 
closings and hardships which might have 
been avoided by mobilization of credit 
resources such as designed by the new 
system of Home Loan Banks. 
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LIABILITY INSURANCE FOR 
FIDUCIARIES 
Ik order that trust institutions may 


duly protect themselves against 

losses incurred through individual 
liability, the Trust Division of the Ameri- 
can Bankers Association has created a 
special Committee on Liability Insurance 
for Fiduciaries. This committee is 
charged with the task of devising a plan 
whereby trust companies and _ banks 
conducting trust business may obtain 
liability insurance against losses sustained 
by third parties on or by trust property 
and where claim holds against the trus- 
tee. The advisability of safeguarding 


fiduciary liability is stated as follows by 
President Thomas C. Hennings of the 
Trust Division: 

“While it is not generally understood, 
there is an individual liability upon trus- 
tees for wrongs suffered by third parties 


on or by trust property, where the fault 
is proved to be that of the trustee. That 
is to say, a trust company or bank may be 
held individually liable for damages to an 
individual as a result of injuries sustained 
on property being administered under a 
trust if error of inspection or the failure to 
make repairs can be established against 
the trustee institution. Such loss cannot 
be passed on to the trust estate or covered 
by insurance carried in behalf of the trust. 
A well established line of judicial deci- 
sions defines this rule. 

“With the increase in the amount of 
real property, especially hotels, apart- 
ment houses and industrial plants, com- 
ing into the hands of trust institutions in 
estates, the possibility of individual 
liability assumes serious proportions. Only 
superhuman ability could close the door 
against accidents which might be charge- 
able to the trust institution. In order that 
trust institutions may properly protect 
themselves against losses through individ- 
ual liability the Division has created a 
Special Committee on Liability Insurance 
for Fiduciaries. This Committee is at 
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work upon a plan whereby trust institu- 
tions may obtain liability insurance 
against loss of this character and at a 
minimum cost.” 


ee 


WITHDRAWAL OF INHERITANCE 
TAX EXEMPTION 

plied the doctrine that after a 

decedent’s death and so long as his 
executor, an inheritance tax may be 
levied by means of the withdrawal of an 
law at the time of decedent’s death. The 
decision by the Connecticut Supreme Court 


RECENT Connecticut case has ap- 
personal property is in possession of the 
exemption from the tax existing in the 
of Errors in the case of the Bridgeport City 


Trust Company, Executor vs. Blodgett, Tax 


Commissioner, goes a great way because 
the executor had already delivered the 
fund bequeathed, but the court held that: 
even this did not vest title because vesting 
does not occur until the account is ap- 
proved. 


The Bridgeport Trust Company was 
executor under a will giving all the 
residue, amounting to $474,342.43 of the 
property of Gregory S. Bryan of Washing- 
ton, Connecticut to the Trustees of Har- 
vard University in perpetuity as the 
“Gregory Seeley Bryan Fund.” After the 
tax return was filed the Tax Commissioner 
appealed, setting up that a new act 
enacted a month after testator’s death 
withdrew the exemption of charitable 
gifts to corporations and trusts of other 
states, unless such other states gave a 
reciprocal exemption to Connecticut; the 
amendment was retroactive and applied 
to pending tax proceedings. All of the 
residue but $40,000 had already been 
turned over to Harvard College before the 
amendment became effective. There was 
no reciprocity in Massachusetts. 


The Connecticut Supreme Court of 
Errors held the residue taxable so long as 
the gift has not vested in the donee, and 
that though it had been received by the 
Harvard Trustees the tax was due because 
delivery was not enough to vest title, and 
vesting occurred only by distribution, and 
the deduction of the ascertained expenses 
and charges of administration is a condi- 
tion precedent of distribution. 





126 


PRESERVING SOUND MONEY AND 
CREDIT 


OL. LEONARD P. AYRES, vice- 
president of the Cleveland Trust 
Company, in his latest release, dis- 

cusses the underlying causes for recent 
evidence of business and price recovery 
and at the same time cautioning against 
artificial stimulations and unwise currency 
legislation. He says, in part: 

“Thete has been a sweeping change in 
the prevailing attitude of mind of the 
people of this country in recent weeks. 
It amounts to something like a reversal in 
business sentiment. Gloom and doubt and 
apprehension have been displaced by hope 
and feelings akin to confidence. These al- 
terations in mental attitude have accom- 
panied changes in the prices of goods and 
securities. The wholesale quotations of 
commodities, and especially those of farm 
and food products, have been advancing. 
Bond prices have steadily strengthened, 
and so consistently that on every trading 
day in July the number of bond quotations 
that advanced on the New York Ex- 


change exceeded those that declined. In 


the same month the rail stock averages 
went up over 65 per cent, and those 
of the other groups nearly as much. 

The immediate cause of this recent im- 
provement is not far to seek. It consists 
of a renewed confidence in the funda- 
mental soundness of the dollar. ... From 
now on any threats of the devaluation of 
the dollar will be domestic in origin and 
we must blame them on ourselves. We 
still have a seriously unbalanced budget. 
which constitutes a continuous threat, 
That should be corrected. In the re- 
cently enacted Glass amendment permit- 
ting the issuance of currency backed by 
federal bonds outstanding in huge 
amounts, we have taken a backward step 
in our currency legislation. We should be 
vigilant to see that nothing more of that 
sort is done by the next Congress. One 
thing that we should all keep clearly in 
mind is that we must not expect any 
orderly and durable business recovery 
while doubt remains as to the soundness 
of our money... . 

“The stimulation of business is easy to 
plan, and hard to do. Projects for effect- 
ing it are alluringly simple, and since they 
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almost invariably entail the expenditure 
of large sums of public money, they evoke 
the enthusiastic support of all who hope 
they may profit from them. Some of 
them prove temporarily helpful by pro- 
viding increased employment. In most 
cases the stimulation they supply proves 
to be merely temporary, but the debts 
they leave behind are enduring.” 


2, 2°, 2°, 
we 1 


RULINGS CLARIFYING THE NEW 
FEDERAL STOCK TRANSFER 
TAX PROVISIONS 


HE haste with which the 1932 
Revenue Bill was rushed through 

Congress accounts for numerous 
uncertainties and crudities in the law as 
to increased and new sources of revenue 
from incomes, capital accounts, estates, 
stock transfers and gifts. The Internal 
Revenue Bureau has been deluged with 
with inquiries as to administration and 
clarification and the department has 
adopted the policy of making public in- 
quiries as well as replies thereto for the 
information of taxpayers generally. 

A series of rulings was made public 
recently relative to the application of new 
provisions of the stock transfer tax. One 
of the most important is that when two 
or more shares of stock are transferred 
under one certificate the stock transfer 
tax will be levied on the face value of the 
certificate and not on the value of each 
separate share of stock so covered. An- 
other ruling holds that the transfer of 
bonds of a foreign corporation which were 
owned by a foreign government will not 
be taxed, but that the transfer of the 
bonds of foreign corporations which are 
guaranteed by a foreign government must 
bear the tax. 

The rulings also clarify provisions as 
to the tax on original issues and the 
method of computing the tax on capital 
stock. Sales or transfers of stock, either 
before or after issuance of certificate, or 
of rights to subscribe for one or to receive 
such stocks, are taxable. Two new types 
of transfers are added to the list, namely, 
the transfer of legal title to stock irrespec- 
tive of whether the transferee receives 
any beneficial interest, and loans of shares 
or certificates of stock, including intra- 
office borrowings. 
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NATION’S BANKING POWER AND 
PROPOSED FEDERAL CONTROL 


ECAUSE of proposals seriously 
entertained at Washington to con- 

centrate all national and state 
banking resources under Federal super- 
vision, and provision in Section 19 of the 
Glass Bill introduced in Congress which 
would enable national banks to establish 
branches without regard to limitations of 
state lines or laws, it is of interest to study 
the relative positions of the national and 
of the state banking systems. The sub- 
ject acquires added significance because 
of the severe tests of the past two years 
imposed by unprecedented number of 
both national and state bank failures, 


invoking animated discussion as to the. 


future of American banking and of the 
survival of usefulness of unit or so-called 
independent banking. 

Light is cast upon the subject by the 
summary of the aggregate resources and 
banking power which is vested in the state 
banks and trust companies with com- 
parisons of the status of national banks, 
recently issued by Secretary R. N. Sims 
of the National Association of Supervisors 
of State Banks. This report, based upon 
December 31, 1931, returns or approxi- 
mate dates, supplies the only available 
accurate and detailed data by states of 
the condition of state banking resources, 
comparable to the report of the Comp- 
troller of the Currency for national 
banks. 

This report reveals more strikingly than 
the statements furnished by the Comp- 
troller of the Currency of the severe rav- 
ages upon American banking during the 
year 1931 occasioned by business depres- 
sion and numerous failures. The conclu- 
clusion may be nevertheless drawn that 
American banking is today in a stronger, 
more liquid and stabilized position than 
ever before, notwithstanding that at the 
close of December 31, 1931, the resources 
of all banks, state and national, were 
$7,682,336,615 below the figures of March 
25, 1931; total deposits sustained shrink- 
age of $6,396,524,043, and total capital, 
surplus and undivided profits declined 
$1,143,454,969. The summary shows a 
decrease of 2,515 in the number of re- 
porting state and national banks during 
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the period from March 25, 1931, to De- 
cember 31, 1931, of which 2,515 were 
state institutions and 562 national banks. 


It is when attention is given to the com- 
parative position of state and national 
banks that the problem of attempting to 
unify all commercial banking under fed- 
eral control becomes apparent. At the 
close of last year there was a total of 
20,275 banks, of which 13,902 were state 
chartered and 6,373 national banks. Of 
the combined banking resources of $63,- 
130,550,964 reported December 31, 1931, 
the state banks held $38,468,264,964 and 
the nationals, $24,662,286,000, giving 
state banks’ resources 55 per cent in 
excess of nationals. Of combined de- 
posits of $50,214,192,615 the state banks 
held $30,969,845,615 and the national 
banks $19,244,347,000, giving state banks 
deposits of 60 per cent in excess of na- 
tional bank deposits. Of total capital, 
surplus and undivided profits of $8,586,- 
047,767 the state institutions reported 
$5,231,389,767 and the national banks 
$3,354,658,000, giving state banks capi- 
tal funds of 55 per cent in excess of na- 
tional banks. 


Some comfort may be derived from the 
comparison that since June 30, 1919, 
when these summaries were first pub- 
lished and the face of a decrease of 8,538 
in number of reporting banks due to 
failures, mergers and voluntary liquida- 
tion, the banking power of the nation 
shows a net increase of $13,365,325,128 
in resources; of $12,656,505,604 in deposits 
and $3,322,907,000 in capitalization. Of 
the total increase in resources in 1919 to 
December 31, 1931, amounting to $16,- 
365,325,128, the state banks are credited 
with $9,337,023,603 and the national 
banks $3,862,736,000. 

The prime fact to be deduced from 
these comparisons is that both the na- 
tional and the state banking systems have 
functioned successfully, have served their 
respective constitutencies and have suf- 
fered from the depression, side by side. 
The sad experiences of the past few years 
do not constitute an indictment against 
the state banking system as such, and 
they do not attest to the immunity of 
the national banking system from adverse 
factors. 
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INHERITANCE TAX APPRAISAL 
OF MARKET VALUES 


HE various state inheritance tax 
statutes provide that the tax shall 

be upon “the market value” and 
the appraisers are usually directed to re- 
port the “clear market value”; and the 
expression ‘‘clear market price” or “fair 
market price’ are often used. That 
this does not require acceptance of quo- 
tations on a stock exchange where such 
quotations are shown to be inflated or 
where the sale of a large block could not 
be made except at a depressed price by 
reason of the size of such block was held 
in two recent cases in California and 
Pennsylvania 

The Citizens National Trust and Sav- 
ings Bank of Los Angeles, as executor of 
Charles W. Spitley, objected to the report 
of the state appraiser, valuing 240 pre- 
ferred and 22,300 common shares of the 
Richfield Oil Company at the stock ex- 
change prices of 211% and 25% respective- 
ly on the date of death on the ground 
that such prices were inflated and arti- 
ficially stimulated as a result of the opera- 
ations of a pool on the basis of erroneous, 
false and misleading information about the 
affairs and financial condition of the Oil 
Company, whose published financial 
statements grossly overstated its assets, 
net income and profits, and understated 
its liabilities, and if the true facts had 
been known the stock would have sold 
at not over 4. The tax authorities filed a 
demurrer, contending that such objection, 
even if proved, was of no avail to reduce 
the assessment. 

The California District Court of Ap- 
peals for the Second Appellate District 
held that stock exchange prices are not 
conclusive and value based solely thereon 
may be objected to and successfully at- 
tacked by proof that such prices are the 
result of misinformation disseminated by 
the corporation, of pool selling or buying 
intended to cause and causing sales at 
purely speculative prices; for in such case 
the stock exchange price would not be a 
proper index of the true value; and that 
the same might be said if the selling price 
was the result of deliberate juggling, 
wash sales or other devices; that fair 
market value is that between willing 
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buyers and sellers wishing to obtain a 
fair price, both having reasonable knowledge 
of the facts. The demurrer was overruled. 

In the Pennsylvania case, Joseph F. 
Clabby left 8,685 shares of Texas and 
Pacific Railway Company stock, quoted 
on the New York Stock Exchange at the 
date of death at 291% high, 29 low, which 
being appraised at 29, the legatee ob- 
jected that so large a block could not have 
been sold during the months following 
decedent’s death except at a figure below 
the appraised value and therefore the 
appraisal was arbitrary. Brokers testi- 
fied in support of this contention. 

The Pennsylvania Supreme Court in 
the decision rendered June 30, held that 
such evidence was entirely competent to 
show error in appraisement, and that the 
value of a few shares of stock on the day 
of death does not always fix the value of 
large blocks of stock, and such evidence 
may be considered. 

o> > > 


CHASE NATIONAL NAMED IN 
DRYDEN WILL 


HE will of the late Forrest F. Dry- 
den, son of John F. Dryden, founder 
of the Prudential Insurance Com- 
pany of Newark, is a deserved tribute to 
the integrity of trust service and tangible 
evidence of the spirit of cooperation be- 
tween life insurance and trust companies 
which Mr. Dryden, during his office as 
president of the Prudential so staunchly 
promoted. The Chase National Bank of 
New York is named executor and trustee, 
with liberal powers of administration. 
By the terms of the will a series of trust 
funds are created from the residuary 
estate, including that created in 1923 for 
the benefit of Mrs. Dryden during her life, 
which will hold this wealth intact until the 
youngest grandchild reaches the age of 
twenty-one. The estate of his father, 
John Dryden, has already been in trust 
during a generation, and through their 
combined farsightedness and capable fidu- 
ciary management the benefits will be 
passed on to the three children as surviv- 
ing life tenants and to the grandchildren 
as remaindermen. This residuary estate, 
after specific bequests is left in trust to 
children and grandchildren. 





SYMPOSIUM 


ON 
IS CAPITALISM ON TRIAL? 


DEMAND FOR HUMANIZATION AND REHABILITATION 


Views from Leading Bankers, Economists, Industrialists, Etc. 


(Epiror’s Note: While no sane individual believes for a moment that the sober sense of 
American people would tolerate any radical experiment or departure in the economic or 
political life of the nation, there has been much discussion as to the merits or defects in the 
so-called Capitalistic System, especially as regards freedom of initiative, enterprise and 
protection of property rights. Such debate arises from the confused mass of economic prob- 
lems, the industrial plight and financial reverses peculiar to this prolonged period of depres- 
ston. In an effort to crystallize judgment on this subject the views have been sought from a 
number of leading bankers, economists, industrialists, labor union officials and others. 
There appears practical unanimity on the conclusion that criticism is justifiable, not because 
of any inherent weakness, but because of abuses to which the system of capitalism is suscep- 


tible. 


There is also vigorous expression that the evils of intensive competition in industry 


and in the uses of capital must yield to new refinements of humanity, of achievement and 
rehabilitation on social as well as economic grounds.) 


CAPITALISM WILL ENDURE 


GEORGE E. ROBERTS 
Economic Advisor, The National City Bank of 
New York 


Loose talk to the effect that the Economic 
System has “broken down” and that a radical 
reorganization must take place is usually by 
persons who have little comprehension of the 
existing system or what would result from 
reorganization, 

The Economic System of this and all 
other advanced countries is like the modern 
political system, in that it is based upon 
freedom for the individual. There is no es- 
tablished system in the sense that economic 
activities are directed or regulated by an 
authority. Industry and enterprise are free. 
Every person is free to employ whatever 
abilities he may possess in any legitimate 
manner, and to manage his own affairs as 
he pleases so long as he does not infringe 
upon the rights of others. The responsibility 
is upon every person to find his own way 
of making himself useful, in order to earn 
a living for himself and family, if he has a 
family. The Government undertakes to pro- 
tect every person in the possession of his 
earnings and such property as he may law- 
fully acquire. ‘The business relations be- 
tween persons are determined by mutual 
agreements enforceable by law. 


This is a state of freedom. It did not 


always exist for the masses. For a long 
time in the history of the world, the masses 
were kept in a state of slavery or serfdom. 
It is not very far back that the greater por- 
tion of the people of Europe were attached 
to the soil and not free to bargain as they 
pleased for the sale of their labor or to 
have any Share in the government of their 
country. Out of that situation they have 
won by their struggles to the rights of par- 
ticipation in the government and to bargain 
with their labor. 


It is conceded that a state of freedom in 
industry results in more or less confusion. 
The industrial system functions through 
what is virtually an exchange of services, 
although accomplished by the use of money. 
It is necessary that the various kinds of 
goods and services shall be offered in due 
proportions, in order that trade may flow 
freely, and this is usually accomplished by 
the fluctuation of prices. At times, how- 
ever, this great voluntary system gets out 
of balance and the flow is clogged, resulting 
in abnormally low prices, unemployment and 
other deplorable conditions. The depression 
through which we are now passing illustrates 
such conditions. The present situation clear- 
ly has resulted, directly and indirectly, from 
the great war, which deranged industry and 
trade in many ways. 
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There are at all times voices of criticism 
against this free system of industry. The 
alternative is some system of control and 
direction, exercised by some kind of a Gov- 
ernment. Inevitably it would mean control 
and direction of the individual man by the 
Government. It is conceivable that under 
autocratic control, if the people would assent 
to it, all workers might be so distributed 
and employed that they would be assured of 
some kind of a living, but the system would 
be impracticable unless the Government had 
full authority to direct what kind of work 
each individual should do and what pay he 
should receive for doing it. It is utterly 
inconceivable that a democratic government 
of the kind we have in this country could 
successfully assume such authority. It would 
reek with politics throughout. Only an auto- 
cratic government such as exists in Russia 
could hope for any success at it, and even if 
it be admitted that the Soviet authorities 
have accomplished much in the development 
of a socialist state, it is noteworthy that 
they have practically abandoned the chief 
tenet of Communism—equality of pay. The 
system of piece work, or payment by results, 
is being introduced generally in the indus- 
tries, and payment by results is the funda- 
mental principle of the so-called Capitalist 
system. The Soviet Government is also 
rapidly releasing small production and trad- 
ing to private enterprise, having found it 
impracticable to control and regulate all in- 
dustry and trade from headquarters. 


There is no reason for thinking that the 
people of any of the advanced countries, 
where the privileges of political and economic 
freedom are known and valued ever will go 
back to anything like the Soviet system. It 
is much more probable that the people of 
Russia will insist upon more freedom of in- 
itiative and enterprise. 


OBLIGATIONS RESTING UPON 
LEADERS OF FINANCE AND 
INDUSTRY 


WALTER LICHTENSTEIN 


Executive Secretary, The First National Bank of 
hicago 


Personally, I have a feeling that whether 
we like it or not there will be gradual changes 
occurring in the future as there have been in 
the past in the economic structure of the 
world. After all, all progress means loss in 
some directions. No doubt the artisan sys- 
tem of the New England village had much 
to recommend it in that it created a pride on 
the part of the working man in his work 
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such as cannot be possessed by the preseat 
laborer in a factory who is nothing but a 
small cog in a big machine. Nevertheless, 
I presume no one wishes to go back to the 
conditions of the eighteenth century. 

So, also, the present industrial develop- 
ment with its great advances in technologi- 
cal improvement will make necessary changes 
not all of which will be desirable. The huge 
corporations which are necessary to give 
us the mass production, which makes access- 
ible to millions of people comforts such as 
only the wealthy used to enjoy, have created 
a situation which raises the question whether 
they can be regarded in any fair sense as pri- 
vate enterprises. 

In other words, I have little doubt that as 
time goes on there will be and perhaps must be 
more and more governmental interference in 
business. The action of the directors and man- 
agers of large corporations are not some- 
thing which concern merely their own busi- 
ness but affects the weal and woe of the 
whole country, and no government worthy 
of the name will be able to stand by idly 
if such corporations are mismanaged. It is 
even conceivable that we shall ultimately be 
compelled to have something akin to national 
planning in order to prevent waste and mis- 
directed effort. It is to be hoped, however, 
that such changes will come slowly and in 
the course of natural evolution and that un- 
wisdom and obstinacy on the part of the 
leaders of finance and industry will not 
bring about such upheavals that the good 
as well as the bad of our own time will dis- 
appear together in the maelstrom of a social 
revolution. 


ABUSES DO NOT PROVE THAT 
CAPITALISTIC SYSTEM IS 
WRONG 


SILAS H. STRAWN 


Of Winston Strawn and Shaw, Chicago, and former 
President of the Chamber of Commerce 
of the United States 


I read many articles attacking the cap- 
italistic system, advocating ‘‘soaking the rich” 
and “the equal distribution of wealth.” Some 
of these articles are interesting because of 
their ingenuity but I have yet to see any 
attack upon the so-called capitalistic system 
which appealed to me as sound or to be 
based upon any dependable evidence of the 
failure of the system. Neither have I seen 
any practical suggestions of a substitute. 

Many years ago I was impressed by a 
remark that “the difference between a civi- 
lized man and a barbarian is that a bar- 
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barian is unable to distinguish him who dif- 
fers from his notions from him who violates 
his rights.” Assuming that I might be classi- 
fied as civilized, I cannot become impatient 
with the authors of articles which seem to 
me radical, if not, indeed, revolutionary. 
Generally I cannot agree with the authors 
because they do not seem to think their sub- 
jects through or they manifest a knowledge 
of economics which is more theoretical than 
practical. 

“Soak the rich” appeals to a radical be- 
cause it connotes that the wealth of the 
nation has been unfairly accumulated by the 
few and that the burden of the support of the 
government, as well as of the people as a 
whole, should be borne by the wealthy as a 
just penalty for accumulation, the result of 
the industry of themselves or their ancestors. 

I believe that everyone should pay a just 
proportion of the costs of government, which, 
under our system, is based largely upon the 
ability to pay. On the other hand, I think 
that unduly “soaking the rich” by imposing 
upon the man unjust burden of taxation, in 
the final analysis, is prejudicial to the poor 
for the obvious reason that such a_ policy 
compels the rich to invest their principal 
and incomes in tax exempt securities, which 
practice cannot be eliminated without a con- 
stitutional amendment, even though it were 
wise so to do. The purpose of tax exempt 
securities is to enable governments and muni- 
cipalities to borrow money at a low rate of 
interest, which inures to the benefit of the 
people. 

Equally fallacious is the thesis that wealth 
ought to be equally distributed. I submit 
that a moment’s reflection should convince 
even the most thoughtless that never since 
the dawn of creation have the world’s pos- 
been equally distributed and they 
never can be. Even though they were equally 
distributed, they would not so remain for an 
hour, because the more capable or more 
frugal and industrious would soon get more 
than their distributive share on a per capita 
basis. 

I have no brief for those who have abused 
the possibilities of the capitalistic system. 
Such abuses do not prove that the system 
is wrong, 
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MUTUALITY BETWEEN CAPITAL 
AND LABOR 


MATTHEW WOLL 


Vice-president, American Federation of Labor 

An underlying characteristic of the Ameri- 
can labor movement is its rejection of the 
theory of the irreconcilable conflict between 


-apital and labor. No one would doubt that 
there are tests of strength between labor and 
the employer from time to time, but this is 
different from a philosophy that is built on 
class war. Both the mentality and the 
vocabulary of American labor differ from 
European labor on this point. American 
labor affirms the mutuality—not identity— 
of interest of all concerned in the processes 
of production. When industry is in the con- 
dition of stagnation such as we find it today 
not only does the employer suffer, but the 
employee suffers as well. On the other hand 
in a period of prosperity when there is a 
measure of well-being that is widely diffused, 
both the worker and the employer are advan- 
taged. 

This principle of the mutuality of interest 
has been woven into the fabric of the labor 
movement in countless ways. It expresses 
itself in the principle of collective bargain- 
ing, which has been part of the strategy of 
the labor movement from the earliest times. 
Cooperation between labor and the employer 
through representative organizations of their 
own has given not only a status to American 
labor, but provided a recognition of their 
responsible part in the whole process of pro- 
duction. It would be possible to give count- 
less evidences of trade agreements fairly en- 
tered into and honorably kept by both labor 
and employers. Such trade agreements rep- 
resent the basis for much of our industrial 
relations in this country. Whenever you have 
a strong, responsible labor organization in a 
given industry, there you will find the trade 
agreement as the expression of the mutual- 
ity of interests. The trade agreement is as 
old as the Federation itself. It is basic to 
an ordered industrial life. Within recent 
years there have been an extension of this 
idea of collective bargaining through the de- 
velopment of what is known as “union-man- 
agement cooperation.’’ There are also other 
union activities which exemplify to a greater 
or less extent this principle of the extension 
of union activity in the field of industrial 
relations. In a word, this program of union- 
management cooperation has demonstrated 
the capacity of trade unions to perform new 
and constructive service in industry and to 
assume greater management responsibility. 
It marks an important step toward the part- 
nership of labor in industry. And it is based 
not on class conflict, but upon understanding 
and interdependence of interests. At the same 
time it preserves the principles of volun- 
tarism. Then, too, organized labor of Amer- 
ica is now giving serious consideration to 
the necessity for economic planning. 
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FREE SCOPE TO INDIVIDUAL 
INITIATIVE AND ENTERPRISE 
W. F. GEPHART 
Vice-president, First National Bank in St. Louis 

Our prevailing industrial organization is 
characterized by private property, free con- 
tract, competition, and profit seeking. Profit 
may be defined as that amount left after the 
elementary costs of production are met 
namely, wages, rent, and interest. It is a re- 
sidual claimant. As an incentive to economic 
effort, profit is unquestionably of primary 
importance. Some of the economic results of 
the effort to obtain profits are inventions, 
discoveries, and the placing on the market 
of new products, or cheaper or better prod- 
ucts, because it is only as an individual pro- 
ducer does this, that he is able to obtain the 
market from a competitor, or by increased 
consumption of the product secure a profit. 


There are at the present time many critics 
of the existing industrial order and some 
who seem to have lost all faith in it. This 
state of mind arises from a lack of knowledge 
of the history of social and industrial prog- 
ress. If there is any one development dur- 
ing the past one thousand years more strik- 
ing than another, it is the increased power 
and control which the masses of people have 
over their political, social, and industrial 
organizations. Political, as well as industrial 
enfranchisement, has been the most marked 
development of the past several centuries. 
In the ten thousands of years that man has 
existed, he has experimented with various 
kinds of political, social, and industrial in- 
stitutions. China, for example, several thou- 
sand years ago tried Socialism, but found it 
lacking. 

Our present industrial organization with 
its individual competition, free contract, and 
private property is not a result of chance, 
nor has it been superimposed on man. It is 
an historical development which has resulted 
from experimentation with many different 
kinds of organization. It is therefore, con- 
trary to the social evolution of the past to 
assume that man will revert to centralized 
control by one or a few. The hard earned 
victory that man has gained from his thou- 
sands of years of sacrifice to give free scope 
to his individual freedom of action in po- 
litical, social, and industrial activities will 
not be surrendered for the glittering and 
false hopes of a utopian society wherein the 
individual has no personal responsibilities 
and duties but only rights and privileges. 
Social progress is the resultant of the sum 
total of individual accomplishments, and 
there is no mysterious, magical way by which 


man can progress except by his individual 
efforts. 


JUSTIFICATION OF CAPITALISM 


WALLACE BRETT DONHAM 


Dean, Graduate School of Business, 
Harvard University 


Capitalism is on trial, and on the issue 
of this trial may depend the whole future of 
western civilization. The justification off 
capitalism is efficiency, not the efficiency of 
separate companies as producing and distrib- 
uting units, but broad social efficiency. Our 
present situation both here and in all the 
great industrial nations of the world is a 
major breakdown of capitalism. Can this be 
overcome? I believe so, but not without lead- 
ership both in business and in government, 
a leadership which thinks in terms of broad 
social problems instead of in terms of par- 
ticular companies. 

The principal problem which we must solve 
is the simple equation of work. As I have 
stated in “Business Adrift’? there are only 
three major variables in this equation, for 
there are only three ways in which masses of 
people may work. 

One: They may work to produce capital 
goods to the end that later human labor may 
be more efficient. A reversal of price trends 
will stimulate this type of expenditure, but 
not much, unless demand for goods increases 
“adically, for we are well equipped now for 
production. 

Two: They may work to produce for im- 
mediate use goods that their neighbors want 
and can and will buy. Under this category 
they can work in general only to produce 
what can be sold. Rising prices will bring 
in buyers and therefore give more work, but 
it is unlikely that full employment can be 
attained in this way. We need a method of 
putting millions of men at work producing 
things they themselves want and are willing 
to work for. Labor has no self-starter. 

Three: They may work to produce things 
we all as a community want, that is, gov- 
ernment work. Notwithstanding all the lim- 
itations which arise out of government credit 
problems that now appear formidable, gov- 
ernment stimulus may turn out to be essen- 
tial. 


CAPITALISM AS A BY-PRODUCT 
OF ECONOMIC AND POLITICAL 
LIBERTY 


DR. NICHOLAS MURRAY BUTLER 
President of Columbia University 


We are constantly told, and not without 
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some very considerable reason, that our 
whole economic and industrial system is tot- 
tering to its fall and that we must be pre- 
pared either for an economic and industrial 
revolution or at least for some changes in 
the organization and conduct of our indus- 
try and our agriculture that wilt depart very 
widely from long-established practices. 


To speak bluntly, there is not, and never 
has been, any such economic and industrial 
system as capitalism. This is a term of re- 
proach which has been invented by the ene- 
mies of the existing economic and industrial 
system for their own tactical and psycho- 
logical purposes. Capital is not, and never 
has been, a principle of industrial organiza- 
tion. It is a by-product and a result of the 
system which is civil, economic and political 
liberty. The true name for the principle 
which underlies the institutions of the West- 
ern World is not capitalism but liberty. Capi- 
tal, let it be repeated, is an incident, not a 
principle, and it is the business of lovers of 
liberty to see that its opportunities and privi- 
leges are not abused. 

Just here is the real point at issue in the 
world today. On the one side stands liberty 
with hundreds of years of splendid achieve- 
ment to its credit, and on the other side 
stand its critics and its enemies, urging the 
substitution for it of compulsion in some one 
of compulsion’s various forms. These in- 
clude, of course, doctrinaire socialism, com- 
munism and despotism. 

The answer which forward-facing believers 
in liberty make and must continue to make 
is that the principles upon which the Western 
World has been built up, and upon which it 
now rests, are sound but capable of abuse 
and that it is the lovers of liberty, and not 
the enemies of liberty, to whom we must 
turn for the correction of those abuses. 

Selfishness, greed, grasping for privilege, 
are pretty common and widespread in this 
human nature of ours, and, while we have 
seen many illustrations of their horrid ac- 
tion in the field of liberty, we may be pretty 
sure that they would not disappear as traits 
of human nature were compulsion to take 
liberty’s place. Therefore, the fundamental 
and far-reaching question is, Can believers 
in liberty show themselves so competent, so 
intelligent and so courageous that they will 
put an end to grave and suspicious abuses 
and guard against the repetition and multi- 
plication of such abuses in the future? Our 
society, which long rested upon a basis which 
was almost exclusively one of competition, 
has now passed over to a basis which is es- 
sentially one of cooperation. This is as true 
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of men as it is of nations. Laissez faire has 


had its day and has served its purpose. 


ECONOMIC LAW OF SUPPLY AND 
DEMAND GOVERNS BUSINESS 
PROGRESS 


R. PERRY SHORTS 
President, Second National Bank and Trust Company, 


Saginaw, Michigan 

To my mind, this business depression does 
not prove anything as to the strength or 
weakness of our so-called capitalistic sys- 
tem. Crises always develop critics—and it 
is but natural that a serious economic de- 
pression like this should develop a flock of 
critics who are dissatisfied with the present 
order and alert to seize this opportunity to 
advance their own pet theories. These busi- 
ness depressions are brought about, not be- 
sause of our capitalistic system, but because 
business is a human thing, is managed by 
men and women and their aspirations and 
desires are reflected in all its doings. The 
old economic law of supply and demand .- 
always has and always will control business 
progress—but men and women will not fol- 
low this law until forced to do so. The ups 
and downs of business are but reflections of 
the ups and downs of men. 

Both prosperities and depressions are large- 
ly man-made products. When prosperity is 
with us, we start manufacturing our next 
depression—and when depression is with us 
we start manufacturing our next prosperity. 
The average man doesn’t do much thinking. 
When times are good, the great majority of 
people begin overdoing everything. The 
workman buys more goods than he needs, 
even if he has to pledge his next year’s 
wages to do it—and the manufacturer pro- 
duces more goods than he needs so as to 
get all the profits he can “while the getting 
is good.” 

And when times are bad, everybody begins 
underdoing everything. The workman buys 
less goods than he needs and the manufac- 
turer stops producing altogether. Then fol- 
lows a distressing period of unemployment, 
financial losses, suicides and nervous break- 
downs. During the past 50 years we have 
had 15 prosperities and 16 depressions (large 
and small) and this is the way people have 
acted in everyone of them. Near the end of 
every depression the public gets starved for 
goods and begins to buy, a little more and a 
little more—and at this very moment the 
next prosperity begins—and its duration al- 
ways depends upon the amount of wisdom 
which the people acquired during the last 
depression. 
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And so, our troubles come, not from our 
capitalistic system which encourages individ- 
ualism and assures every man an opportunity 
to make the most of himself—but rather from 
the weaknesses of human nature. If we 
could eliminate selfishness, greed, specula- 
tion and fear from the human mind, business 
would progress on a reasonably even keel 
and we would avoid these irrational ups 
and downs which bring us so much grief. 
Homer once said: 

“If a better system is thine, 

Impart it frankly or make use of mine.” 


No one has offered anything better than 
our present capitalistic system on which 
America has been developed into the great- 
est commercial nation in the world. And 
so, we should hold and appreciate what we 
have until something better is offered. 


DEFINITE STEPS IN REHABILITA- 
TION OF THE CAPITALISTIC 
SYSTEM 


ALBERT G. MILBANK 


Member of the law firm of Milbank, Tweed, Hope & 
Webb of New York and Chairman of the Borden 
Company 


Is the Capitalistic System doomed? Is 
Socialism to take its place? These questions 
are being asked all over the world and the 
replies, perplexing in their variety, range 
from a vigorous negative to a militant af- 
firmative. Proposals and counter-proposals 
pass before our eyes in bewildering confu- 
sion. In such a maelstrom of mental and 
emotional confusion it is doubtful whether 
any man, or any group of men, is wise 
enough to produce a plan which, like Pallas 
Athena springing full-armed from the fore- 
head of Zeus, will solve the world’s political, 
economic and social ills. At best it will be 
a slow and tedious process that will grope 
its way, haltingly and hesitatingly, toward 
its ultimate objective. This is not a counsel 
of despair but rather a challenge to reexam- 
ine fundamental principles and _ observe 
wherein they have been lost sight of and how 
they may be recaptured. 

Starting with the premise that Socialism 
in its extreme form destroys some of the 
finest and most useful qualities in the indi- 
vidual and that Capitalism in its extreme 
form makes the individual a predatory ani- 
mal rather than a social being, let us spend 
but little time on the suggestion to scrap the 
existing order and let us turn our thoughts 
upon the rehabilitation of the capitalistic 
system. The purpose of such rehabilitation 
would be (1) to humanize, (2) to mutualize, 
(3) to stabilize and (4) to socialize industry. 

Humanizing the business machine is of 
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great importance. Men and women in indus- 
try are not robots. Their sensibilities and 
aspirations, their hopes and fears, are fac- 
tors which should be taken into account. 
The personnel director has been accorded an 
increasingly definite post in every well-man- 
aged corporation. His opportunities for 
greater usefulness are difficult to estimate. 

Life insurance companies, which have mu- 
tualized their business, have demonstrated 
their social value to an amazing degree. 
Many other corporations have proved the 
value to the owners, to the employees and 
to the community, in devising ways for em- 
ployees to become stockholders. In stabiliz- 
ing the Capitalistic System it would be wise 
at the outset to consider changing the rules 
of the game. For years competition was re- 
ferred to as the “life of trade.”’ More re- 
cently, as its wasteful aspects and its harm- 
ful effects on all efforts to maintain a healthy 
balance between production and consumption 
become more clear, it is more often referred 
to as the “death of trade.” 

If cooperation is permitted the public must, 
of course, be protected against the abuse of 
that power. Regulation, as applied to busi- 
ness generally would result in a staggering 
growth of bureaucracy and the introduction 
of politics into business. In the socializa- 
tion of industry I am not thinking of na- 
tionalization nor of other radical proposals, 
but rather of an evolution of measures 
already adopted. Unemployment reserves 
should be the next step and should be on 
the contributory basis. 

The gravest problem which is confronting 
us today is not economic bankruptcy, threat- 
ening as that is, but moral bankruptcy, which 
seems even more imminent. The greatness of 
a nation depends in the last andlysis not so 
much upon its leaders as upon the character 
of its people. If its people are selfish, avari- 
cious, hypocritical and materialistic, even 
though they be industrious and progressive, 
its leaders will reflect the national traits and 
that nation will in time go the way of all 
flesh. If they substitute a practical idealism 
for an uninspired and uninspiring material- 
ism, the leaders will likewise reflect the na- 
tional character and that country will go on 
to its rightful destiny. 


ADAPTING CAPITALISM TO 
HUMAN ADVANCEMENT AND 
ACHIEVEMENTS 
P. H. WHALEY 
Editor of National Sphere 

The capitalistic system, as we know it, 
although the residuum of centuries of ex- 
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perience, is peculiarly a modern conception. 
It has made possible over the period of a 
few generations incomparable progress, both 
physical and spiritual. 


Finance is but one element in capitalism 
and it happens to be the element which is 
most subject to attack. Nevertheless, the 
elasticity and strength of finance has been 
abundantly demonstrated in recent years. 
It has failed to function smoothly, not be- 
cause of any inherent defect but because 
there was loaded upon it a great mass of 
war obligations, having nothing to do with 
commerce, which simply clogged the machin- 
ery. In addition, certain grave abuses, in- 
cidental to, but not a structural part of, cap- 
italism, served to interfere with normal oper- 
ations. The system, in other words, has 
been subjected to extraordinary and un- 
precedented burdens, which it was not 
equipped to handle, and its ability to operate 
at all, in spite of these impedimenta, is com- 
plete evidence of its inherent worth. 

Capitalism, like any other vital thing, 
must adjust itself to changing conditions. 
It cannot be dormant. The introduction of 
huge enterprises, many of which handle cur- 
rently expenditures greater than the gov- 
ernment employed prior to the war, has ne- 
cessitated a process of adaptation, still pro- 
ceeding, the intricacies of which are very 
great. But the system itself is not at fault. 
It simply requires time to accommodate itself 
to the work to be performed. 

Civilization is based on property rights. 
They represent the answer to that yearning 
that is part and parcel of every man, the 
urge to own something. It is not possible 
to extirpate that yearning. It is present 
everywhere, even in Communism, which is 
the temporary expression of a mass desire on 
the part of a depressed people to bring them- 
selves within a measurable distance, ex- 
pressed in terms of living, of the standards 
which capitalism has already reached. Com- 
munism has never been successful, even in 
small experimental communities, under ideal 
conditions, simply because it is antagonistic 
to human nature. 

Our task, therefore, is not to find a sub- 
stitute for capitalism, which would be futile, 
but to attune the system to the advances 
which have been made in other areas of 
human achievement. It would be fair, for 
instance, to say that capitalism has signifi- 
eantly proved itself in every from of activity 
except one. Finance, to repeat, under the 
burden of war impositions and other ex- 
traordinary depressants, may not yet have 
advanced sufficiently to keep in step. In 
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that case, obviously, the logical method is 
not to abandon capitalism, nor to experiment 
in unknown fields, but to modernize finance. 
This is precisely what is being done under 
conditions that give every assurance of suc- 
cess. 

Capitalism may change its forms, as has 
happened so often before, but every civili- 
zation invariably goes back to it as the one 
and only system that is satisfying. 


CAPITALISTIC SYSTEMS BEST 
YET DEVISED 


JOHN M. MILLER, JR. 


President, First and Merchants National Bank, 
Richmond, Va. 


Our so-called capitalistic system is the best 
in my opinion, yet devised for real progress. 
The trouble is not with the system but with 
the way it has been handled. The lessons 
of the past few years have taught us all a 
great deal and I look forward to much im- 
provement in manners and methods in the , 
future. 

Our greatest concern now is to untangle 
international affairs and the recent radio 
speech of Senator Borah marks out clearly 
the path to be pursued. The question is one 
for all political parties to cooperate in. Until 
we get international affairs adjusted we can- 
not expect business in this country or any 
other country to proceed in an orderly way. 


FIRST ESSENTIALS IN IMPROVING 
FINANCIAL CONDITIONS 


ROGER W. BABSON 


President, Babson’s Statistical Organization, 
Wellesley Hills, Mass. 


People today are making a great mistake 
in giving so much attention to discussions 
of Capitalism, Socialism, Communism, and 
the various other “isms.” The kind of system 
is secondary to the character of the people 
operating the system. All forms of govern- 
ment are dependent wholly on the character, 
intelligence and initiative of the people, and 
this is the first thing to recognize in im- 
proving financial conditions. We must start 
with our young people in the public schools 
and instill into their minds that it is the 
man with the brush that makes the artist, 
and not the brush or the paint pot. 


STABILIZATION OF ECONOMIC 
AND CAPITALISTIC SYSTEMS 


M. C. RORTY 
Most of the current discussion of Com- 
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munism, Socialism, and Capitalism is based 
upon a misuse of words and a lack of clear 
definitions, rather than upon any real dif- 
ferences that capable and human-minded men 
ean or would have if called upon with a free 
hand to effect practical improvements in our 
social and economic organization. 


The Russian experiment already furnishes 
convincing evidence that there is no real 
demand for Communism. Any organized mod- 
ern society must of necessity supply an ex- 
tensive range of communized benefits to the 
entire population—schools, highways, sani- 
tation, hospitals, ete., ete—in addition to 
more direct relief in case of absolute indi- 
vidual privation. Beyond this point, how- 
ever, there is a universal human instinct 
which demands that the personal reward for 
effort shall be in due proportion to such 
effort. Communism is, therefore, today, and 
for all reasonable time that we can see into 
the future, a question of no practical im- 
portance. 

As between Socialism and Capitalism, it 
is also possible to eliminate the major part 
of the discussion. No one who takes a prac- 
tical view of the facts and the possibilities 
"an see any very fundamental differences 
between the two systems. Our _ so-called 
eapitalism is a constantly shifting balance 
between social and individual economic ac- 
tivities—and any practical Socialism would 
represent a similar shifting balance. The 
differences would be wholly of degree. Under 
either system there would, of necessity, be 
large fields of social and large fields of in- 
dividual economic activities. Even in Russia 
today it is probable that more than one- 
third of national economic activities are of 
an individualized type that even the extrem- 
ists hardly expect to socialize—and the more 
moderate programs of socialization in the 
United States and elsewhere, when reduced 
to tangible proportions, do not seem to in- 
volve a shift of more than 25 per cent of 
our present individualized activities to so- 
cialized form. Furthermore, a large part of 
these shifts would involve public services 
that are already partly socialized. 

The war between Socialism and Capitalism 
is very largely a war of words and of points 
of view. The capitalist (or economic in- 
dividualist) would require socialized under- 
takings to prove their positive advantages 
before being adopted. The socialist would 
throw a similar burden of proof on individ- 
ual activities. But the final results as be- 
tween intelligent approaches from the two 
points of view would simply be that cap- 
italism would have a few more regulated 





industries and Socialism a few more “Port 
of New York Authorities.” 

The practical challenge to Socialism is the 
very reasonable demand that socialists show 
the quality of their metal by concentrating 
their activities on the improvement of exist- 
ing governmental activities before they pro- 
pose a further expansion of social activities. 
The practical challenge to Capitalism, on the 
other hand, is for it to show that it can 
combine with its admitted possibilities of 
productive efficiency a proven ability to main- 
tain continuity of action. 

It is no answer to this latter challenge to 
argue that the problems of business stabiliza- 
tion under Socialism might be quite as great 
as under capitalism. It may be true that 
such stability as exists in Russia with a per 
capita productivity of from one-seventh to 
one-tenth of that in the United States has 
no bearing on our own special problems. The 
act remains that we have developed a high 
productivity, an increasing consumption of 
luxury and semi-luxury commodities and 
services, and an increasing sensitiveness in 
our economic structure. Our capitalistic sys- 
tem has demonstrated its superior ability to 
furnish an ample total of national income. 
With this income in full volume, questions 
of equity in distribution will be subordinated 
(as they should be) to the more important 
problem of maintaining the maximum rate 
of increase in total income, including, if we 
please, such added income as we may wish 
to claim in the form of added leisure. 

However, the most perfect of economic 
machines is of little value if a minor mal- 
adjustment prevents it from running. The 
operations of the capitalistic system can be 
regularized. I have suggested, elsewhere, 
one possible method by which they may be 
regularized. Other methods my be devised. 
The danger is of our failing to realize that 
an increasing natural instability in our 
present system requires the addition of some 
type of governor. The causes that operated 
to bring on the present depression were 
profound and unusual—but they operated, in 
this country in particular, upon underlying 
conditions that made the final effects of 
record breaking severity. The particular 
combination of circumstances that brought on 
the present depression may not be repeated 
in equivalent form for a generation or more— 
but the increasing sensitiveness of our eco- 
nomic structure will continue. This is suffi- 
cient justification for seeking to establish, at 
this time, ‘the stabilizing machinery that 
must eventually be supplied. When we real- 
ize that we must stabilize, we shall stabilize. 

(Continued on page 222) 
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A CHALLENGE TO AMERICAN BUSINESS LEADERSHIP 


WILL F. MORRISH 
President, Bank of America N. T. and S. A., San Francisco, Cal. 


ODAY America has every reason to be 

cheerful. Commodity prices are ad- 
vancing, the security market going up, fac- 
tories reopening and small businesses 
throughout the country beginning to show a 
profit. Most important of all, the defeatist 
psychology is rapidly disappearing and old 
fashioned American optimism is again to 
the fore. 

But what of tomorrow? What are busi- 
ness and political leaders doing now to meet 
the problems that assuredly must arise after 
the country has passed through the cycle 
of renewed prosperity and is again faced 
by a depression ? 

Our business leaders are meeting the im- 
mediate problems of reconstruction with 
courage and intelligence. All over America 
today business men and civic leaders have 
formed themselves into strong committees for 
the purpose of restoring the buying power of 
the country by getting some ten million 
workers back on the job. Not since the war 
days has industry been organized on such a 
huge scale for systematic cooperation. The 
plans of these committees vary in different 
sections and in different communities but 
all follow along the same general line of stag- 
gering employment. That is, men and 
women, at present employed, are to share 
their jobs with the less fortunate who are 
out of work. Through this means, it is hoped 
to increase the buying power of the nation 
without increasing the national payroll. 
It is recognized as a temporary expedient to 
take up the slack until such time as the 
business revival is completed and the 
national payroll overtakes the advancing 
cost of living. 

Opportune Times for Constructive Movement 

Obviously the most vital question in any 
depression is that of employment and just as 
obviously, the time to take steps to prevent a 
repetition of the condition which we have 
faced in this depression is now when the 
experience of the past few years is fresh in 
the minds of everyone and public opinion 


can be mobilized behind any constructive 
move. It is one of the frailties of human 
nature that people forget quickly and if we 
wait another six months the momentum 
may be lost. 

Immediately after the November elections 
the president might very well call a confer- 
ence in Washington of our business leaders, 
labor leaders and economists for the working 
out of a plan for the protection of the workers 
in hard times. America should never again 
be placed in the position where men, willing 
and able to work, are forced to enter bread- 
lines or starve in a country with food and 
clothing enough for everyone. A job is the 
birthright of every American and unless 
business solves the problem, it may find 
itself destroyed by the machine it created. 
Industry, working with our national govern- 
ment, can begin right now to build an insur- 





Witt F. MorrIsH 


President, Bank of America National Trust and Savings 
Association, San Francisco 
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ance fund or funds to maintain workers 
when the need arises. Mr. Gerard Swope of 
the General Electric Company has proposed 
such a plan but apparently nothing has been 
done about it. Let us get a program instead 
of allowing the country to drift again. 
“Main Street’’ Not Given Due Recognition 
The more study I make of the present 
economic condition the more I realize that 
much of our trouble in the past has come 
from the fact that Main Street was not given 
due recognition in considering the problems 
of our country. This is brought forcibly 
home to us through the fact that it was the 
small businesses of America that were able 
to adjust to new conditions, thereby leading 
the nation out of depression while large in- 
dustry lagged behind. The depression has 
had two very excellent results: it has made 
American business more efficient than be- 
fore, it has turned many people from the 
city back to the farms, thereby stimulating 
agriculture and increasing land values. 
Today the individual is rapidly adjusting 
himself to new living conditions and to more 
healthful enjoyments. He is regaining rea- 
sonable and sensible faith and ambition. 
The business organizations of the country 


are basing their operations on a more effi- 
cient foundation. Legislation, more in tune 
with the demands of the multitude, is being 
advocated ; taxes, the white man’s burden, are 
being lowered, and commodity prices are 
showing signs of recovery from the dangerous 


slump to which they fell. Public officials 
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on Main Street, your town and mine are us- 
ing better judgment in local political affairs. 
The banker is beginning to realize that lesser 
demands are being made upon him by his 
depositors and, therefore, lowering his 
liquidity ratio, thereby releasing necessary 
credit carefully placed to restore sound trad- 
ing and stimulate business. The profit of the 
Main Street merchant is on the gain. Home 
and the home town are becoming more attrac- 
tive. The individual citizen is recovering. 
He is regaining his faith and his courage. 


Bankers Must Be Ready and Willing 


With such hopeful fundamental signs 
and sane thinking among our people, in- 
dustry cannot long remain dormant and, as a 
consequence, more and more jobs will be 
available. 

The bankers of the country must recognize 
the quickening of the pulse of the millions 
of Main Streets in America and be ready 
and willing to do their part in reconstructing 
a sound permanent prosperity. The Bank of 
America has carried on a “Back to Good 
Times” program of advertising for the last 
five months, a campaign designed to help all 
banks, to help all merchants, to pave the 
road for restored courage to business and to 
individuals. Now it is advertising and 
offering to lend to small home builders, giv- 
ing them the encouragement necessary to 
safely invest their savings and _ sanely 
amortize their future by building another 
backbone into the true American life—the 
great American home. 
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ACUTE PROBLEMS OF ESTATE SHRINKAGE AND HOW 
THEY CAN BE MET 


THE GROWING NEED OF LIFE INSURANCE AND EXPERIENCED PLANNING 


L. H. ROSEBERRY 
Vice-president and Manager Trust Department, Security-First National Bank of Los Angeles, California 


(Epiror’s Note: Mr. 


Roseberry’s paper bristles with striking facts and figures 


demonstrating the devastating effects of estate shrinkage, due to lack of liquid assets and 
insufficiency of life insurance, accentuated by the severe decline in asset values. The present 
situation, he avers, is one that calls for genuine team work between life underwriters and trust 
officials as well as members of the legal fraternity in order to give proper administrative and 
legal effect to wisely constructed wills, trust instruments and estate-planning methods.) 


IEWHD in the light of present dis- 

turbed economic conditions and the 

rising burden of taxation, we may, 
now more than ever before, intensify our 
study of life insurance as a means of protect- 
ing the estates of people who have spent their 
lives accumulating them, only to see them 
crumble and shrink at a time when they 
should remain steadfast and trustworthy for 
those who may sorely need them. Such haz- 
ards, plus the problem of frozen assets, en- 
cumbered real estate, reduced income and 
forced liquidations at sacrifice prices, present 
a need that only the liquidity and stability 
of life insurance seemingly can supply. 

The functions of executors and administra- 
tors are to marshal the assets of deceased 
persons, close their business affairs, pay cash 
bequests and the allowed claims, discharge 
taxes, and distribute the remaining property 
to the persons legally entitled thereto. While 
this is being done, cash must be raised for 
many other and current purposes, as well as 
to pay family allowances and the expenses 
of administration. In California, if cash 
legacies are not paid within the year, they 
bear interest at the rate of seven per cent 
per annum. Taxes also bear interest after 
delinquency, besides penalties. I recall an 
estate appraised in excess of $600,000 which 
was so involved that the tax penalties alone 
amounted to some $13,000 annually. 


Estate Shrinkage and the Newly Enacted 
Estate Tax Law 
To avoid dealing too extensively in general- 
ities, I called upon the American Bankers 
Association, the Financial Advertisers Asso- 
ciation, and some of my banker friends to 
supply me with facts and figures which I 


hoped would aid me in preparing this paper. 
Based upon this material and a study of the 
newly enacted Federal Estate Tax Law, I . 
have approximated the cash requirements of 
the average estate, exclusive of cash bequests, 
and the average amount of cash available 
to meet these demands. 

Under the old estate tax law the cash re- 
quirement of the average estate was approxi- 
mately 20 per cent, or one-fifth, of the whole. 


L. H. ROSEBERRY 
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An analysis prepared by the Hartford Con- 
necticut Trust Company of 2,579 estates pro- 
bated in ‘the Hartford courts during the past 
few years showed an average shrinkage of 
13.71 per cent. The Equitable Trust Com- 
pany, of Wilmington, Delaware, found that 
there was a 16.28 per cent shrinkage in 200 
estates above $11,000 in the probate records 
of Newcastle County which they analyzed. 
The Central-Hanover Bank & Trust Company 
of New York has made public a survey, ob- 
tained from government records covering 
22,000 estates, showing a shrinkage of 18.48 
per cent. 

All these compilations were made prior to 
October, 1929. These figures can now be safe- 
ly raised about 7 per cent. Estate shrinkage 
represents the difference between the ap- 
praised value of the estate at the time of 
death and the value of the property remain- 
ing for distribution after meeting the estate’s 
‘ash requirements, and it does not include 
shrinkage in market value of assets between 
the date of death and the date of the clos- 
ing and distribution of the estate. 


Cause of Estate Shrinkage 
What causes this shrinkage that exacts 
such a heavy toll upon the estates of de- 


ceased persons? Probate records disclose that - 


debts and mortgages account for more than 
40 per cent of it, and in the face of past 
and current declining values that ratio in- 
creases inversely ; funeral and administrative 
expenses account for 20 per cent; death taxes 
account for the remaining 40 per cent and 
will mount substantially higher hereafter. 
Estates cannot be closed until these demands 
are paid and paid in cash, not in kind. 

Again, I refer to recent analyses of pro- 
bate records to show the values of wise estate 
planning. In the average estate only 9 per 
cent of the whole consists of life insurance 
and cash—the most liquid of all the assets 
with which to meet an average shrinkage of 
20 per cent. In other words, there is only 
half enough to take care of cash needs. I 
might also add that the experience of our 
bank in this field, extending over a period of 
thirty years, agrees with 'this conclusion. 


What Analysis of 140 Representative Estates 
Revealed 

In studying the wisdom of estate planning 
I obtained a special analysis of 140 repre- 
sentative estates being administered by one 
of the seven trust departments of the Se- 
curity-First National Bank of Los Angeles. 
The assets of these estates were appraised 
at $16,500,000, and of this total the analysis 
showed that only 3 per cent was in cash, 42 


per cent in personal property, and the re- 
maining 55 per cent in real property. Forty- 
one of these estates had no cash at all, 40 
had less than 5 per cent, 23 had between 5 
per cent and 10 per cent, 14 had between 10 
per cent and 20 per cent, and the remaining 
22 had 20 per cent or over in cash. In other 
words, 81, or 58 per cent, had 5 per cent or 
less of their assets in cash, a condition which 
tended materially to defeat the lifetime 
efforts of the decedent to adequately provide 
for those dependent upon him. 

Out of 73 estates being administered by 
another of this bank’s trust departments, 48 
could not be closed until the real estate was 
sold, another 10 could not be closed until 
mortgages were collected or sales of personal 
property made. Thus 80 per cent of these 
estates being handled during these distress- 
ing times were undistributable solely because 
the assets were frozen, a condition which in- 
telligent estate planning could probably have 
avoided through the skillful use of a life in- 
surance trust. 


Lack of Sufficient Cash or Liquid Assets 

Classifying estates according to size, a re- 
cent Federal Government survey showed the 
diminishing ratio of liquid assets available 
for cash needs as follows: 


22%— $100,000 Estates 


18S%— 250,000 Estates 
14%— 750,000 Estates 
12%— 1,000,000 Estates 
S%— 5,000,000 Estates 
3%— 28,000,000 (or over) Estates 


Figures obtained in 1931 by the First Na- 
tional Bank & Trust Company of New Haven 
tabulated the ratio of cash and insurance in 
large estates as follows: 


Amount of Cash and 
Size of Estates Insurance to Estates 
$10,000 - $50,000 15.53% 
50,000 - 100,000 16.46% 
100,000 - 500,000 3.39% 


500,000 - 5,000,000 2.26% 


Not only do these estate analyses demon- 
strate the lack of sufficient cash, life insurance, 
and other liquid assets, to meet the require- 
ments of administration, but under today’s 
conditions the picture is even more discourag- 
ing. Reflect for a moment over the declining 
values of New York listed stocks. The Dow 
Jones averages for industrial stocks stood at 
80 on February 28th, this year, and on June 
16th, at 50. This was taken from the thirty 
leading New York stocks and does not begin 
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to represent the shrinkage that has taken 
place in less prominent securities which are 
not included in these figures. Railroad se- 
curities under the Dow Jones averages have 
shrunk approximately 50 per cent since the 
first of the year, and utilities approximately 
40 per cent in a like period. And in the face 
of this discouraging showing, the costs of 
probating estates are mounting oppressively. 
Destructive Effect of Value Shrinkage and 
Taxation 

Clinton Davidson, president of the Estate 
Planning Corporation, in a recent public let- 
ter illustrated the destructive results that 
might occur to an estate through value 
shrinkage and taxation. Using a hypotheti- 
cal case he selected 42 different stocks listed 
on the New York Stock Exchange. By groups, 
he selected stocks in 15 railroads, 10 public 
utilities, 4 banks, and 13 industrials. An 
equal number of shares of each security were 
supposedly held and it was assumed that the 
owner died in the latter part of February, 
1932, when his estate at that time was ap- 
praised at twenty million dollars. 

sased on the new Federal estate tax rates 
and the market shrinkage the'...2.s taken 
place in these securities from February to 
the latter part of May, instead of there being 
a residue for the heirs of this supposed es- 
tate, there would have been a deficit of ap- 
proximately $2,200,000 before paying admin- 
istration costs! He used large figures be- 
cause most men who are, or who have been, 
worth twenty million dollars or more have 
felt that no matter how heavy the death tax 
there would always be ample left for their 
families. If such an estate had appraised at 
ten million dollars, the situation would not 
have been much better. The balance left to 
pay administration costs and take care of the 
family would have been but 5 per cent of the 
original estate, assuming, of course, that the 
marketing of such large blocks of stocks 
would not have resulted in even a worse 
showing. That such illustrations are even 
possible is, putting it mildly, astonishing. 


Uncertainties as to Liquidity of Estates 

As viewed from over thirty years’ experi- 
ence of the trust department of the Security- 
First National Bank of Los Angeles, cover- 
ing thousands of estates of deceased persons, 
we can fairly say that both men and women 
of means either overestimate the liquidity 
of their assets or fail to adequately provide 
for it. In periods of prosperity, it is par- 
ticularly desirable to avoid permitting our 
clients to be misled as to the liquid position 
of their estates, for we must always remem- 
ber that while some estates may at the time 


they are surveyed have sufficient liquidity to 
meet the cash requirements at death, yet it 
is unwise to expect this condition to remain 
constant, for we have all learned that the 
character and amount of estate assets may 
change materially before death. In addition 
to this, the changing nature and value of 
one’s estate may automatically render obso- 
lete a carefully planned will or trust, even to 
the possible complete disinheritance of one’s 
closest dependents. 

It is my observation that many large es- 
tates are built upon the individual initiative 
of a man and are in the form of a successful 
private business or a family corporation. 
Such assets enjoy little or no market at the 
death of their owner, although they may rep- 
resent large intrinsic value and be capable 
of producing a bountiful income. Such in- 
dividual enterprises or close corporations 
present to the founder’s executor or trustee 
particularly perplexing problems of liquida- 
tion and distribution. 

I recall a prominent oil man who died in 
1930 leaving an estate then valued at about 
ten million dollars, the major portion of 
which consisted of companies which he per- 
sonally had created. At the present time, 
the estimated value of the stocks in these 
concerns has shrunk more than one-half. His 
will made cash bequests of over $800,000, 
death taxes under the old law approximated 
$1,350,000 (today these same taxes would ex- 
ceed $2,900,000), administration costs were 
figured at $200,000, bringing the total esti- 
mated cash requirements to about $2,350,000. 

The only liquid assets this etate had to 
meet these demands was cash $50,000, high- 
grade bonds $50,000, and doubtful listed se- 
curities of about $25,000. He left $20,000 life 
insurance, but it was payable to his widow 
so, of course, not available to his estate. Any 
hope of realizing money on the oil stocks has 
been abandoned, first, because there is only 
a narrow market (if any at all) for such 
unlisted securities, and, second, because the 
present condition of the oil industry makes 
it difficult to operate these companies at a 
profit and thereby make them attractive for 
purchase by others. A sacrifice of 50 per cent 
or more of the whole estate would be neces- 
sary if we attempted to close it at present, 
and yet there are imperative reasons why 
this should be done. 


Stock in a Close Corporation 
I have another interesting and illustrative 
estate in mind. The decedent died in 1928, 
leaving an estate then appraised at three and 
a half million dollars, consisting in part of 
stock in a close corporation, of great intrinsic 
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but no market value, a $600,000 second trust 
deed, a relatively small amount of salable 
securities, large diversified holdings in heav- 
ily encumbered real estate, and not one dol- 
lar in life insurance. Inheritance and estate 
taxes were figured at $135,000, the expenses 
of administration were statutory, and the 
debts heavy. In addition to this he had 
given substantial money bequests under his 
will. 

The total cash requirements of this estate 
were over $1,750,000. After four years’ hard 
work we are still trying to find a way to 
eventually close this estate. If an attempt 
were made to do so today, it is doubtful if it 
would be found solvent. Our inability to sell 
or borrow on the valuable interest in the 
close corporation, plus the total absence of 
cash, unpledged marketable securities, and 
life insurance in any form, has seriously im- 
periled a large estate and left a widow and 
a child facing a financial tragedy. 


A Well Planned Estate 

Debts, fixed and contingent, and mortgages 
are invariably the largest portion of estate 
obligations. Given a trust or testamentary 
plan, plus an estate valuation to work with, 
an experienced trust officer, attorney, or in- 
surance underwriter can figure accurately the 
total known liabilities which will face the 


estate should it then pass into probate. Thus 
¢an an individual project his estate’s finan- 
cial problems into the future and provide for 
them, while he may, to the advantage of him- 


self and the ones whom he must or wishes 
to remember. Life underwriters owe a pub- 
lie duty to such people to give them the truth 
about these matters and then to aid in solv- 
ing them. In the performance of this serv- 
ice they will find at their elbow the American 
trust officer, willing and able to assist with 
a fund of experience invaluable in estate 
planning. 

The obtainable through 
operation is well illustrated in an estate 
which was planned by an insurance 


success such co- 

» under- 
writer and one of our trust officers so skill- 
fully that over a million dollars was saved 
for the heirs. Mr. B. died in 1932 leaving 
an estate estimated at approximately six and 
a half million dollars. Prior to his death he 
established two trusts. One was irrevocable 
and covered stocks in a family corporation, 
conservatively valued at $1,250,000. It pro- 
vided for the disposal of this fund, apart 
from his estate, without probate, and in a 
manner which will undoubtedly exempt it 
from all state inheritance and Federal estate 
taxes. A spendthrift clause placed the prin- 
cipal and income beyond the reach of credi- 
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tors or dissipation by the beneficiaries. The 
other trust consisted of $1,300,000 fully paid- 
up combination annuity and life insurance, 
taken out for the three-fold purpose of re- 
turning to the insured a life income equal to 
4% per cent on his investment; providing 
ready funds for the executor in administer- 
ing the remainder of the insured’s estate; 
and of preventing a sacrifice of his estate’s 
assets should he die during a period of low 
market values. 

Never have I seen an estate so well planned 
to obtain all possible economies, to meet de- 
pressed business conditions such as we are 
now passing through, and yet leave substan- 
tial control of the assets in the owner’s hands 
while he lived. Mr. B died during the ecur- 
rent year, and yet the major purposes of 
these two trusts have already been attained. 
Debts and costs of administering that por- 
tion of his estate disposed of by will approxi- 
mate $125,000, the cash bequests total $256,- 
000 and inheritance and estate taxes under 
the old law will amount to approximately 
$551,200. This aggregate of $912,700 will be 
easily taken care of through the $1,300,000 
cash now on hand in the life insurance trust. 

It is difficult to say how much Mr. B prob- 
ably saved his estate in dollars by facilitating 
its prompt administration and providing all 
needed cash to his executor, but I feel con- 
fident it would be in one million 
dollars under today’s condition. He owned 
the control of a large lumber company, and 
those acquainted with the depressed condi- 
tions in this industry knaw the sacrifice en- 
tailed in selling today part ownership in a 
lumber business, if, indeed, it could be sold 
at all. Compare this with the estate just 
previously outlined to you. Mr. B not only 
had his affairs in shape to meet all 
financial contingencies possible at his death, 
but the arrangement during his lifetime was 
a shrewd one. His $1,300,000 life insurance 
trust was set up by single payment annuity 
and death benefit policies. He paid from 
$100 to $105 for each $100 of this kind of 
insurance. He received 41% per cent annual 
return on his total investment. 


excess of 


good 


These annual payments were free from in- 
come taxes until the aggregate of them 
equaled the amount he paid for the annuity. 
B’s annuity never reached this taxable sum. 
The fact that the life insurance was payable 
to a trustee under an insurance trust freed 
it from California inheritance taxation. 
Forty thousand dollars was exempt from Fed- 
eral estate taxes, and this, in addition to 
the $100,000 exemption then allowed his es- 
tate, brought such taxes into the lower rates. 
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Where can one find an investment today with 
such tax free advantages, bringing an equal 
interest return, cashable at par at death, and 
equally safe? 


Diversification of Investments as Part of 
Estate Planning 

It cannot be expected that people either 
temporarily or permanently will carry in re- 
serve the large amount of cash required to 
meet the present burden of estate administra- 
tion. At least, few of them ever do, for sta- 
tistics demonstrate that estates are seriously 
short in liquid assets. Through life insurance 
in the right amount and properly placed, one 
can find a safe investment and provide at 
death a cash fund sufficiently certain and 
large to meet their estate’s heavy burdens, 
without an immediate large outlay of cash. 

People have learned the value of wise di- 
versification of investments, and in this plan 
life insurance is taking an increasingly im- 
portant place. People with largely 
concentrated in close corporations, or in 
single business enterprises, find it difficult to 
conform to this law of diversification and 
consequently their estates suffer the greatest 
shrinkage and financial shock. Such people, 
without crippling their estates while they live, 
may provide a type of future liquidity and 
diversification quite sufficient for the pur- 


assets 


pose through easily carried life insurance. 


Are not these cases Common and attractive 
enough to open a large field to the life under- 
writer? Are there not many wealth 
who have most of their property in single 
ventures? Would it be difficult to demon- 
strate to such men that their will 
need more cash than they ordinarily carry? 
Is not such a demonstration becoming daily 
more simple and convincing? All applicable 
Statistics give testimony to the striking fact 
that the larger the estate the smaller the 
proportion of cash it possesses with which to 
meet its pyramiding obligations. These same 
surveys point to the most practical solution— 
life insurance in proper amounts and prop- 
erly placed. 


men of 


estates 


People with large estates, as well as those 
with small ones, often fall into the now seri- 
ous error of making testamentary gifts of 
cash to charities, friends and relatives, and 
then leave the “residue” of their estates to 
their own families. In these days this ‘resi- 
due” may dwindle to a mere fraction of the 
worthwhile assets. 


Estate Problems Have Become Acute 
Our experience indicates that people are 
strangely reticent in discussing these facts, 
doubtless because they are ashamed to face 
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them. Perhaps they do not know that life 
insurance points a practical way out of their 
difficulties. Wise estate planning and a 
proper amount of life insurance available to 
executors or trustees will often avoid heavy 
sacrifices. Today, more than ever before, peo- 
ple are becoming alive to the necessity of 
preparing their estates for the final acid test. 
As soon as their present confusion has abated 
I believe they will be seeking help from those 
qualified to give it. I sometimes think it is 
unfortunate we do not have conventions for 
such people, for they are the ones who so 
sorely need the valuable information pre- 
sented at such conferences. However, we 
corporate executors can place at the disposal 
of underwriters our wealth of experience ac- 
cumulated over the course of years in han- 
dling thousands of estates, some skillfully and 
some poorly planned, with the knowledge 
that they will pass the best of it on to 
those who may profit by the errors and suc- 
cesses of others similarly situated. 

Estate problems were never as acute as 
they are today and will be tomorrow. Life 
insurance has earned an enviable record for 
liquidity, availability and safety, which has 
no parallel in the investment field. What a 
relief it is to the American trust officer to 
find amongst the assets of an estate an ade- 
quate and available amount of life insurance. 
But even life insurance is not alone sufficient 
to effect efficient and economical estate ad- 
ininistration. It must always be accompanied 
by wise and skillful estate planning—a servy- 
ice which is receiving much public thought 
these days. The most perfect results in this 
new field can be attained by the friendly co- 
operation between the lawyer, the trust offi- 
and the life underwriter. We have a 
community of interest, a common objective, 
and the same client—the public we all serve. 
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LIABILITY FOR ACCIDENTS ON TRUST 
PROPERTY 


The insurance committee of the Oregon 
Bankers Association has called the attention 
of banks and trust companies, as trustees, to 
the advisability of securing proper and suffi- 
cient insurance to cover liability to third 
parties for personal injuries due to neglect 
or defect in properties constituting part or 
assets of trust estates. The committee, in its 
report, cites court decisions which define and 
establish such trustee liability, not only to 
third parties but also to individuals em- 
ployed, including officers and employees, of 
the trust company or bank in connection with 
the operation of trust property. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 


the inception of corporate trustee- 





ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. sells no securities. Its entire 
personnel is dedicated to a single 


purpose — the care and manage- 





ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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FUNCTION OF THE INHERITANCE TAX AND TAXATION 
OF INTER VIVOS TRANSFERS 


JUDICIAL STATUS OF REVOCABLE TRUSTS AND GIFTS IN CONTEMPLATION 
OF DEATH 


WALTER EWING HOPE 
Of the law firm of Milbank, Tweed, Hopeand Webbof New York and former Assistant Secretary of the Treasury 


(Epiror’s Norte: 


The taxation of estates or inheritances by the Federal and State 


taxing authorities has involved a process of continuous legal controversy, involving questions 
of constitutionality and interpretation, the end of which is not yet in sight. The following 
survey and comment on judicial rulings, especially as relating to gifts in contemplation of 
death, inter vivos transfers and attitude of the courts as to powers of revocation, derives 
timely interest from the newly enacted Federal Estate tax provisions and the Gift tax imposed 
upon gifts during the lifetime of the donor.) 


HE subject of taxation and _ inheri- 

tances and inter vivos transfers does 

not lend itself naturally to excessive 
hilarity and, particularly with respect to the 
taxation of inter vivos transfers, tends to 
assume a somewhat technical aspect. Never- 
theless the subject has become one of acute 
interest, especially in view of the provisions 
of the recently enacted Revenue Act of 1932. 
Due to the exigencies of the Government’s 
requirements for revenue, the Estate Tax 
rates in the new Act have been practically 
doubled and a new Gift Tax, designed as an 
adjunct of the Estate Tax has been imposed 
upon gifts during the lifetime of the donor. 


Limited Effectiveness as Emergency Measure 

Taxation has always proved an unpopular 
subject, especially in times like these when 
the legislative mind is striving to discover 
new sources of revenue and new methods of 
extracting as painlessly as possible the neces- 
sary funds to balance budgets. It is start- 
ling to be informed by the National Indus- 
trial Conference Board that in 1930, Federal, 
State and local taxes reached the appalling 
total of $10,266,000,000, or approximately one- 
seventh of the estimated national income; 
and that the increase in total tax collections 
between 1923 and 1930 was 42 per cent. 
These figures, coupled with the drastic 
shrinkage in revenues, account for the fran- 
tic search for new and increased sources of 
taxation. By the same token, they should 
be potent in bringing about a redoubling of 
efforts for the reduction of governmental 
expenditures. 


It is a matter of no great surprise under 
such circumstances that Estate or Inheri- 
tance Taxes are among the first to be singled 
out for increase, upon the theory that they 
hold out the greatest promise of ready col- 
lection, with minimum resentment from a 
limited number. It is to be noted in passing, 
however, that they are of limited effective- 
ness aS an emergency measure, inasmuch as 
the increase in rates does not become fully 
reflected in collections for a period of at 
least twelve months. Nevertheless, the ex- 
tent of the increase in the Estate Tax rates 
in the new Revenue Act furnishes consider- 
able food for thought. Peace time taxes 
on Estates at graduated rates running as 
high as 45 per cent call for reflection as to 
our whole system of death duties, its prin- 
ciples, operation and results. 

It has been urged from time to time in 
the past that inheritance or estate taxes 
should be reserved for the States except in 
the case of emergencies such as war, and 
that income taxes should be reserved for 
the Federal Government. Whatever argu- 
ments may be brought forward in support of 
this division, it is a condition and not a 
theory which confronts us at the moment. 
Until improved conditions produce more rev- 
enue from other sources or until governmen- 
tal expenditures are materially reduced, 
there is little prospect of the withdrawal of 
the Federal Government from this field. 


“Plucking the Most Feathers” 
From the standpoint of the taxing author- 
ity, the Estate Tax offers many attractive 
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features. In the first place it is compara- 
tively easy of collection. The assets are in 
the hands of a fiduciary who unless he hap- 
pens also to be the chief beneficiary has every 
reason for not attempting to conceal the true 
value of the estate from the taxing authori- 
ties. 


The facts, therefore. are easy to get at 
and when once the value of the estate has 
been ascertained the property is easy to 


reach. 

Again, the tax in a majority of cases is 
not felt so severely as are some other forms 
of taxation. Those who have ultimately to 
pay it have never owned the property out 
of Which the tax is paid. They are in fact 
coming into the possession 


of property, re- 
ceiving the net estate after the taxes have 
been paid by the Executors and while much 


hardship may result in the cases of widows 
or dependents, nevertheless one rarely 
the same complaints about the Estate 
as one hears for example about the 
tax. 

To the average man death 
remote event about which he 
to think very much and he is apt to pay little 
attention to a tax which may be modified 
long before his time comes and which in any 
event he will not be called upon personally 
to pay. From this standpoint the Estate 
Tax at reasonable rates may be said to be 
one of the most scientific forms of taxation. 
for to quote the remark attributed to a cer- 
tain French Tax Commissioner, “The science 
of taxation in plucking the 
feathers with the least squawking.” 


hears 
Tax 
income 


appears 
does not care 


as a 


consists most 


Simplifying Administration of Inheritance Tax 

In any event, if both Federal and State 
authorities are to continue in the Inheritance 
Tax field, marked improvement and simpli- 
fication could be introduced in the processes 
of administration. For example, in the ap- 
praisal of the value of estates, we now have 
two sets of officials, one State and one Fed- 


eral, who traverse the Same ground but 
whose results in many instances are com- 


pletely divergent. In valuing the stock of 
a closely held corporation. for example, the 
Federal authorities may follow one rule and 
the State authorities another. Some method 
might and should be devised to coordinate 
these valuations and obviate the necessity of 
going over the same question twice before 
two sets of officials. 

As a matter of fact, there have been iso- 
lated instances in which the representatives 
of a State have joined informally with the 
Federal authorities in effecting a joint ap- 
praisal and the results have been most satis- 
factory to all parties concerned. There 
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would seem to be no good reason why this 
principle of effective cooperation could not 
be extended most helpfully to other phases 
of the Federal and State procedures. 

Secretary of the Treasury Mills, in a 
cent address before the Bar Association of 
the City of New York, called attention to 
this steadily iner asing feature of the over- 
lapping of Federal and State authority in the 
field of taxation and of the unfortunate re- 
sults. He emphasized its greater 
in the light of rapidly mounting tax rates 
and called attention to the fact that no af- 
firmative steps were being taken to remedy 
the situation. In the of a_ better 
solution, he urged the appointment of 2 com- 
mission of outstanding representatives of 
the State and Federal Governments to give 
careful study to the entire situation and to 
report their recommendations. 


re- 


importance 


absence 


Legal Aspects of Inheritance or Estate Tax 


If we turn now to the legal aspects of the 
situation, the courts in this country have held 
almost invariably that an inheritance or es- 
tate tax is not a property tax. It is an ex- 
cise or a tax on the privilege of transmitting 


or receiving property by will or intestate 
law. This has been held even in states which 


treat the right to inherit as 
erty right. The 


a natural prop- 
most generally accepted 
theory, however, is that the right of trans- 
mitting or receiving property on death is 
a privilege granted by the State. <A tax on 
such a privilege is obviously within the con- 
Stitutional power of the State. 


It was argued in the case of Knowlton vs. 


Moore, 178 U. S. 41. that since it is the 
States which control the right of transmit- 
ting and receiving property at death, the 


Federal Government may not impose an es- 
tate tax but the Supreme Court Swept this 
irgument aside pointing out that the thing 


forming the universal subject of taxation 
upon which inheritance and legacy taxes 


rest is the transmission or receipt, and not 
the right existing to regulate. . F 

In levying an Estate or Inheritance tax 
there is one unalterable condition which must 
be met—to change slightly the opening words 
of the Christmas Carol—“Marley must be 
dead to begin with.” If this be the case, if 
it be only the transmission of property from 
the dead to the living which is being taxed, 
or which can be taxed, under such a law, the 
question naturally arises Why do we have 
so many provisions in our Estate and In- 
heritance tax laws which apparently under- 
take to levy a tax on property passing at 
other times than death. The answer is that 
Congress in enacting each successive Estate 
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Incorporated 1860 


Home Lire INSURANCE COMPANY 


256 BROADWAY 


ETHELBERT IDE Low, Chairman of Board 


NEW YORK 


James A. Futon, President 


The Home Life Insurance Company is pledged to a policy of genuine 
and active cooperation with corporate fiduciaries in that field of common 
service to its policy holders in which their interests are most advantage- 
ously served and protected through the creation of Insurance Trusts. 


Tax Law, as well as the Legislatures of the 
several states in levying inheritance taxes 
have sought to prevent evasion by bringing 
within the of the taxing acts trans- 
actions partially and sometimes entirely con- 
summated before the date of death. The in- 
terpretation of these preventative provisions 
and the extent to which Congress can go in 
taxing antecedent transfers has probably oc- 
casioned more litigation than any other fea- 
ture of Estate Tax legislation. Thus Section 
302 of our Federal Estate Tax law enumer- 
ates various kinds of property which are to 
be included in valuing the estate of a de- 
cedent for the purpose of fixing the Federal 
Estate tax. 

All of the subdivisions of Seetion 302 of 
our Federal Estate Tax Law have now in 
some form or other been before the Supreme 
Court for construction, and it is my inten- 
tion to discuss briefly how far the court has 
gone in permitting the inclusion in a deced- 
ent’s estate, for tax purposes, of property, 
title to which actually inter 


scope 


passed vivos. 


Gifts in Contemplation of Death 

Gifts made in contemplation of death have 
always been a well recognized exception un- 
der inheritance and estate tax laws. They 
are regarded testamentary in character 
and their inclusion in the estate is necessary 
to prevent evasion of the tax. <A gift ac- 
tually made in contemplation of death, that 
is, where the thought of death is the impel- 
ling cause of the gift, is taxable although 
death may actually be delayed for a long 
period of time. It is the motive back of the 
gift which renders the property given away 
taxable at the donor’s death. It is, of course, 
extremely hard to prove a donor’s motive in 
any particular case and consequently in 1926 
Congress amended the Estate Tax Law to 
provide that any gift of a material portion 
of the donor’s estate made within two years 
of death was to be deemed to have been made 


as 


in contemplation of death, thus creating an 
irrebuttable presumption instead of the re- 
buttable presumption theretofore presented. 
In the case of Heiner vs. Donnan, decided 
March 21, 1932 by the Supreme Court, the 
question of the constitutionality of this am- 
endment came up for decision. The Court, 
by Mr. Justice Sutherland, after pointing. 
out that the Act in question imposed the tax 
expressly “upon the transfer of the net es- 
tate of every decedent.” said : 

“* * * the value of property transferred 
without consideration and in contemplation 
of death is included in the value of the gross 
estate of the decedent for the purposes of @ 
death tar, because the transfer is considered 
to be testamentary in effect. * * * But such 
a transfer, not so made, embodies a trans- 
action begun and completed wholly by and be- 
tween the living, taxable as a gift * * *, but 
obviously not subject to any form of death 
duty, since it bears no relation whatever to 
death. The ‘generating source’ of such @ 
gift is to be found in the facts of life and 
not in the circumstance of death.” 


Court Holds Presumption Unconstitutional 

The Court then went on to hold that the 
two year irrebuttable presumption was un- 
constitutional. To include in a decedent’s 
estate, for tax purposes, property which had 
been completely alienated before death was 
such an arbitrary exaction as to offend the 
Fifth Amendment to the Constitution. To 
quote again from Mr. Justice Sutherland’s 
opinion : 

“The result is that upon those who succeed 
to the decedent’s estate there is imposed the 
burden of a tax, measured in part by prop- 
erty which comprises no portion of the es- 
tate, to which the estate is in no way related, 
and from which the estate derives no benefit 
of any description.. Plainly, this is to meas- 
ure the tax on A’s property by imputing to 
it in part the value of the property of B.” 
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This, the Court said, was arbitrary and a 
denial of due process of law. “Such an ex- 
action is not taxation but spoliation.” The 
Court also held that the provision in question 
if construed as a gift tax rather than as 
Estate tax would be equally arbitrary and 
capricious. 


Some Arbitrary Results 

The arbitrary results which may follow if 
gifts complete when made are to be included 
in determining an estate tax was illustrated 
in forceful language by Judge Hand of this 
Circuit, in the case of Frew vs. Bowers, 12 
Fed. (2d) 625, where the Court refused to 
permit an estate tax on property trusteed by 
the decedent before the passage of the tax- 
ing act, even though he was to receive the 
income from the property for life. The trust 
had been set up in 1910 and had increased in 
value from $200,000 at that time to $500,000 
on the date of the donor’s death. 

It seems clear from the decision in Heiner 
vs. Donnan, that, except in the case of gifts 
actually made in contemplation of death, 
property given away in a decedent’s lifetime, 
when the gift was complete when made and 
death unnecessary to complete the shifting 
of the economic benefits to the donee, may 
not be included in the donor’s taxable estate 
at death. To attempt to so include it ren- 
ders the Act invalid. In the light of this 
ruling, let us look at some of the other cases 
construing Section 302 of the Act. 


Two Classes of Gifts in Trust 

Generally speaking there are two classes of 
gifts which have most frequently come before 
the Courts. (1) Gifts in trust where the 
grantor has reserved a power to revoke or 
amend. (2) Gifts in trust where the grantor 
has reserved the income to himself for life. 
Let us consider these two classes of trusts 
in the order named. In the case of Reinecke 
vs. Northern Trust Company, 278 U.'S. 339, 
the principal of a revocable trust created by 
the decedent before the adoption of the Fed- 
eral Estate tax was held properly included 
in his estate under what is now Section 
302 (c). 

At that time Section 302 (d) relating to 
revocable trusts was not in the Act and the 
Government claimed the trust in question to 
be a gift intended to take effect in possession 
or enjoyment at or after death. The Supreme 
Court sustained the Government, holding 
that the decedent had retained such complete 
control over the principal of the trust 
through his power to revoke that his death 
was necessary to the completion of the gift. 
On the other hand the Court came to pre- 
cisely the opposite conclusion with respect 
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to other trusts where the decedent had re- 
served the power to alter, change or modify 
the trust but only with the consent of a bene- 
ficiary. Here the Court held that the deced- 
ent had retained no control. 


Revocable Trusts 

It is to be noted that in the case of re- 
vocable trusts no transfer actually takes 
place from the dead to the living at the 
moment of death. The power to revoke 
merely ceases and the title which had passed 
subject to that power is freed from the pos- 
sibility of its exercise. If the tax is based 
on the right to transmit property at death, 
how can it be sustained here? The Court 
did so by. finding the gift so incomplete when 
made that death in fact becomes the generat- 
ing source of the property rights in the donee. 
But the gift is only incomplete because the 
donor could at any time on his own motion 
recapture the property for his own benefit. 

Since the decision in the Reinecke vs. 
Northern Trust Company case, Section 302 
(d) has been enacted, seeking to reach trusts 
where the decedent has retained the power 
to revoke alone or in conjunction with an- 
other. It seems doubtful in view of the 
strong language in the Reinecke case whether 
Section 302 (d) would be construed as apply- 
ing to a ease where the power to revoke 
could only be exercised with the consent of 
a beneficiary under the trust or a trustee for 
the beneficiary. 

In the case of Brady vs. Ham, 45 Fed (2d) 
454, where the decedent had created a trust 
and reserved the power to alter and amend 
its provisions and to name any beneficiary 
except herself, the Circuit Court of Appeals 
for the First Circuit ruled that the principal 
of such a trust could not be included in the 
decedent’s estate for tax purposes.... 

The Court intimated that the beneficiaries, 
inasmuch as their rights could not be defin- 
itely fixed until the extinguishment of the 
power reserved by the decedent, might be 
subject to a succession tax, but as the right 
of enjoyment of any economic benefits had 
irrevocably passed from the decedent when 
the trust was made, the principal of the 
trust could not be subjected to an estate tax. 

In 1931, and after the decision in Brady 
vs. Ham, an amendment was adopted to Sec- 
tion 302 (c) of the Revenue Act whereby the 
definition of a transfer intended to take ef- 
fect in possession or enjoyment at or after 
death was enlarged to include a transfer 
under which the transferor retains the right 
to designate the persons who shall possess 
or enjoy the property or the income there- 
from. It remains to be seen whether the 
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Supreme Court will construe this amendment 
as referring only to transfers where the 
grantor may designate himself or his estate 
as a beneficiary, or whether, if it is to be con- 
strued more broadly, the Supreme Court will, 
following the views expressed in Brady vs. 
Ham, hold it unconstitutional. 


Reservation of Power 

The cases We have so far been considering 
apparently lay down a test as to when a gift 
is to be deemed complete and hence not tax- 
able at death, and when it is incomplete and 
hence taxable. If the decedent has retained 
the right to control or recall the economic en- 
joyment of the property for his own benefit 
or that of his estate, then the gift is incom- 
plete and the property taxable at death; 
otherwise it may not be taxed. 

From a theoretical standpoint such a dis- 
tinction appears to be quite logical. When 
the power reserved by a decedent is what I 
may call a beneficial power—that is one ex- 
ercisable for his own benefit—that power is a 
thing of real value to him and its passing or 
extinguishment at death would seem to be 
the proper subject of an estate tax. Where 
the decedent, as in Brady vs. Ham, has re- 
Served a power exercisable only in favor of 
others he has parted with all beneficial in- 
terest in the property and has retained for 


himself no property rights of any kind which 
might be made the subject of a tax on his 
right to transmit property, even though the 
extinguishment of the power at death might 
possibly so increase the rights of the donee 
as to permit the imposition of a succession 
tax on the donee’s right to receive the prop- 
erty. 

The necessity of the decedent retaining 
eontrol for his own benefit over the economic 
enjoyment of the property is illustrated by 
the case of Chase National Bank vs. United 
States, 278 U. S. 327, where Section 302 (g) 
was sustained. This Section requires the in- 
clusion in the taxable estate of the proceeds 
of insurance policies in excess of $40,000 
payable to others than the insured’s estate. 

It would seem to be the clear implication 
from the Chase National Bank case that in- 
surance policies may not be included in the 
decedent’s estate if he has parted with all 
his rights in the policies and reserved no 
powers to himself, and this is the interpre- 
tation now put on Section 302 (g) of the Act 
by the Regulations of the Treasury Depart- 
ment. 


Where Grantor Reserves Income for Life 

We now come to the second class of trusts 
previously referred to, namely those in which 
the grantor reserves to himself the income 
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for life. This brings us to a case which 
threatened for a time to have important con- 
sequences—that of May vs, Heiner, 281 U. S. 
238. Before taking up that case, however, I 
must refer again to the case of Reinecke vs. 
Northern Trust Company, supra. In that 
case the Court had been compelled to meet 
the argument that, apart from the powers of 
revocation the trusts before the Court were 
taxable because, while the decedent had not 
reserved the income to himself, the trusts 
were by their terms to fall in after his death, 
that is to say, to take effect in possession or 
enjoyment after his death. To this argu- 
ment the Court replied : 

“We think it at least doubtful whether the 
trusts or interests in a trust intended to be 
reached by the phrase ‘to take effect in pos- 
session or enjoyment at or after his death,’ 
include any others than those passing from 
the possession, enjoyment or control of the 
donor at his death and so tarable as trans- 
fers at death under Section 401. That doubt 
must be resolved in favor of the taxpayer. 
* * * Doubts of the constitutionality of the 
statute, if construed as contended by the gov- 
ernment, would require us to adopt the con- 
struction, at least reasonably possible here, 
which would uphold the act.” 

To put the matter differently, the Court 
held that a gift by A in trust, to pay the in- 
come to B, the property to go to C on or after 
A’s death, was not a gift to take effect in 
possession or enjoyment on death within 
the meaning of the Statute, the Court inti- 
mating that if it were to be so construed the 
Statute might be unconstitutional. 


Transfer Not Testamentary in Character 

It might be argued that when the Court 
spoke of trusts or interests in trusts “pass- 
ing from the possession, enjoyment or control 
of the donor at his death and so taxable as 
transfers at death,” it meant to include trusts 
where the income is reserved to the settlor 
for life. the enjoyment thereof passing from 
him at death. But this was not their mean- 
ing. aS was made apparent in the case of 
May vs. Heiner, which I have just referred 
to. In that case Mrs. May created a trust 
to pay the income to her husband for life 
and then to the grantor for life with remain- 
der to the children. It did not appear 
whether the husband or wife died first but 
the Court said this was of no importance. 
Mr. Justice McReynolds, in his opinion, said: 

“The transfer of October 1, 1917, was not 
made in contemplation of death within the 
legal significance of those words. It was 
not testamentary in character and was be- 
yond recall by the decedent. At the death 


of Mrs. May no interest in the property held 
under the trust deed passed from her to the 
living; title thereto had been definitely fired 
by the trust deed. The interest therein which 
she possessed immediately prior to her death 
was obliterated by that event.” 

Here was a pretty mix-up. If a wealthy 
man could avoid the Estate Tax merely by 
setting up an irrevocable trust with the in- 
come payable to himself for life, the revenue 
to be collected by means of an estate tax 
would certainly be materially reduced. The 
facts in May vs. Heiner, however, did not 
present a very clean cut case and in Burnet 
vs. Northern Trust Company, 288 U. S. 782, 
a test case was finally brought before the 
Supreme Court which involved a simple trust 
to pay the income to the grantor for life. 
May vs, Heiner was followed, the Court 
merely handing down a brief memorandum 
to that effect. In this memorandum, however, 
a peculiar and perhaps significant phrase is 
used. 

The Court treated the question before them 
simply as one of the proper construction of 
Section 302 (c), a question already decided 
by May vs. Heiner, there being, to quote the 
Court’s exact words “no question of the con- 
stitutional authority of the Congress to im- 
pose prospectively (note the word ‘prospec- 
tively’) a tax with respect to transfers or 
trusts of the sort here involved.’’ 

What the Court meant by those words is by 
no means clear. Did they mean that no con- 
stitutional question was before the Court in 
the particular case? If so, the phrase is 
without significance. Did they mean chat a 
gift tax could have properly been imposed 
upon the trust in question? This too is with- 
out significance as the inter vivos gift tax 
had been sustained by the Supreme Court 
and there could be no question as to the 
power of Congress to impose such a tax. 
Did they mean that, if Congress so intended, 
the principal of a trust of the sort before 
them could be included in the gross estate 
of a decedent for purposes of the Estate Tax 
and taxed accordingly? It seems doubtful 
whether the Court would pass in advance 
and so easually on the constitutionality of 
a law not yet adopted. 


Constitutional Questions 

Whatever may have been the meaning of 
the Supreme Court, the Northern Trust case 
exploded a bombshell in the Bureau of In- 
ternal Revenue, particularly as the latter had 
been enforcing the contrary rule for years 
without serious objection. Here was a wide 
open gap for the avoidance of estate taxes. 
The Treasury officials promptly bestirred 
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themselves and in the crowded hours of the 
last two days of a legislative session Con- 
gress adopted an amendment to Section 302 
(ec), which included in the definition of a 
transfer to take effect in possession or en- 
joyment at or after death, a transfer under 
which the transferor retains for his life or 
any period not ending before his death the 
possession or enjoyment of or the income 
from the property. 

There can now be no question as to what 
Congress means. May vs. Heiner and Burnet 
vs, Northern Trust Company merely held that 
Congress had not intended by the language 
of Section 302 (c) to include a _ transfer, 
otherwise complete, where the grantor had 
reserved to himself the income for life. Now 
Congress has expressly included such a case. 

Will the amendment be sustained? If, as 
stated in May vs. Heiner, the life-tenant’s 
interest is merely obliterated by death and 
nothing passes at death from the life-tenant 
to the remaindermen and the life-tenant has 
reserved no control over the disposition of the 
property, it would seem that such a gift is 
complete when made. Death is not the gen- 
erating source of the rights of the remainder- 
men and if, under the doctrine of Heiner vs. 
Donnan, a complete inter vivos gift may not 
be included in a decedent’s estate for the pur- 
poses of the Estate Tax under the Fifth 
Amendment of the Federal Constitution, then 
it would logically follow that the 1931 
amendment of Section 3802 (c) cannot be 
sustained. 


Highly Significant Case 


Yet, in spite of this argument, I am by 
no means sure that such will be the outcome. 








In expressing this doubt I attach particular 
importance to the case of Tyler vs. United 
States, 281 U. 8S. 497, decided subsequently to 
May vs. Heiner. In this case the Supreme 
Court upheld Section 302 (e) of the Act re- 
quiring the inclusion in the taxable estate 
of interests in property held by the decedent 
and his wife as tenants by the entirety.... 

This is a highly significant case, for the 
Court for the first time definitely stated that 
a transfer, in the strict sense of that word, 
from the dead to the living is not essential 
to support the tax. In cases where the de- 
cedent had retained broad powers of control 
in the property given away, the Court had 
sustained the Estate Tax on the theory that 
the gift was incomplete until death, that the 
cessation of the power on death was, to quote 
the words of Mr. Justice Stone, in Chase Na- 
tional Bank vs. United States, “the appropri- 
ate subject of a tax upon transfers.” 

3ut now the Court goes further. It no 
longer attempts to find a transfer where ob- 
viously none has taken place, and a mere 
ripening of property rights because of death 
becomes sufficient to support the tax. No 
doubt the Court in this case was largely 
moved by practical considerations. Tenancy by 
the entirety rests on what Mr. Justice Suther- 
land called the “amiable fiction of the com- 
mon law’ that husband and wife are one 
person. Hence each owns the entire prop- 
erty and in legal theory the survivor has no 
more after the death of the spouse than 
he or she had before that unfortunate event. 
s3ut, as a practical matter, he really has a 
great deal more as every layman knows, and 
as taxes are decidedly practical affairs, the 
Court looked through the amiable fiction of 
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the common law and went to the heart of the 
matter, refusing to restrict the power of tax- 
ation by mere legal fictions. 


Property Rights of Remaindermen 

Now, where a man sets up a trust to pay 
the income to himself for life and to pay 
the principal to someone else when he dies, 
it is perfectly clear that the remaindermen, 
because of the grantor’s death, have come 
into property rights which they otherwise 
would not have enjoyed. It is all very well 
to argue that death was not the generating 
source of these rights but the deed of gift 
fixing the remainder interests, and that the 
only thing that happened on the donor’s 
death was the obliteration (this is the word 
used by Mr. Justice McReynolds in May vs. 
Heiner) of the grantor’s life interest. 

A substantially similar argument could 
have been made, and no doubt was, made in 
the Tyler case. But there can be no doubt 
that when the grantor of such a trust dies 
there is a shifting of the economic benefits, 
a ripening of property rights in the remain- 
dermen. On this basis the Supreme Court 
may well uphold the 1931 amendment to 
Section 302 (c) even though this may neces- 
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sitate doing a certain amount of violence to 
statements in former opinions. 

While the time is too short to permit a 
discussion of the power of the Federal Gov- 
ernment to impose an Estate Tax retroac- 
tively, it might be noted in passing that the 
Treasury Department, impressed apparently 
by the word “prospectively” used by the Su- 
preme Court in its memorandum decision in 
Burnet vs. Northern Trust Company, has not 
applied the 1931 amendment to trusts created 
before the passage of the amendment. Con- 
sequently, the 19381 amendment will affect 
only such gifts and trusts as were made after 
10:30 P. M., Washington Time, March 8, 1931. 


Controversy in Continuous Process 

The cases we have been considering make 
dry reading, except to the few who are per- 
sonally interested, but they are the outward 
manifestations of an interesting controversy 
which has been in continuous process for 
years and in which Congress, the Supreme 
Court, the Treasury Department and the tax- 
payer have been the principal participants. 
With the original enactment of the Federal 
Estate Tax Law, Congress endeavored to 
reach for purposes of taxation the estates of 
decedents. Almost immediately, the tax- 
payer with the assistance of astute counsel, 
set about to devise means, through transfers 
during his lifetime or otherwise, to escape 
some or all of the tax. 

Congress, therefore, proceeded diligently 
to plug these loopholes, by drawing into the 
tax measure gifts in contemplation of death 
and other inter vivos transfers having some 
relation to the decedent’s death. Thereupon 
the taxpayer had to resort to the Courts, 
and, in many of the cases, the Supreme 
Court, with a small but stout minority dis- 
senting, has come to the rescue of the tax- 
payer and construed ambiguous provisions in 
his favor. Promptly, as in the case of 1931 
Amendment, Congress has revised the pro- 
visions, with a view to leaving no doubt as 
to its intentions. In due course the revised 
provision will come before the Supreme Court 
and the result remains to be seen. 


Court Has Limited Power of Congress 

In general, however, it may be said that 
the Supreme Court has decidedly limited the 
power of Congress to reach inter vivos gifts 
by means of an Estate Tax on the donor’s 
death. Gifts made in contemplation of 
death are taxable but they must actually be 
in contemplation of death and are not ren- 
dered so by means of arbitrary presumptions 
written into the law. Gifts, where the 
grantor has reserved control over the prop- 
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erty, are taxable but the control must be so 
broad as to permit the grantor to recapture 
for himself or his estate the economic bene- 
fits of the property. 

This latter statement is, however, subject 
to the qualification that the Supreme Court 
has not yet passed on the case of a trust 
where the grantor has reserved broad pow- 
ers to change beneficiaries but has expressly 
cut himself off from exercising these powers 
for his own benefit. Gifts, where the grantor 
has reserved the income for himself, have, 
as a matter of construction under the old 
Section 302 (c), been held not taxable but it 
still remains to be seen whether they can 
constitutionally be subjected to an Estate 
Tax under the 1931 amendment. 


New Factor in Picture 

In the meantime, a new factor has been in- 
troduced into the picture by the enactment 
of the Gift Tax in the Revenue Act of 1932. 
This course was prompted no doubt, not only 
by the necessities of revenue, but by the 
fact that the heavily increased Estate Tax 
rates might reasonably be expected to bring 
about an increased distribution of property 
during the lifetime of decedents, and it was 
desired to prevent any evasion of tax. It 
may also reflect to some extent the answer 
of Congress to the reluctance on the part of 
the Supreme Court to approve to the full ex- 


tent the various measures adopted by Con- 
gress with the intention of reaching inter 
vivos transfers and preventing alleged eva- 
sion. 


Deterrent Effect on Gifts 

In any case, the Gift Tax, so long as it re- 
mains in effect, may be expected to have a 
deterrent effect on substantial inter vivos 
gifts. While I have no thought of indulging 
in prophesy, I venture to say that if the 
1931 amendment should not be upheld the 
Gift Tax will certainly continue with us. 
If a man may avoid the Estate Tax by the 
simple expedient of trusteeing his property 
under an irrevocable trust reserving the en- 
tire income to himself for life, Congress 
may be depended upon to keep the Gift Tax 
in force, if only in support of and to prevent 
avoidance of the Estate Tax Law. 

As between the two alternatives, I should 
prefer that the amendment should be upheld 
and the gift tax repealed. The effect of an 
onerous tax will almost certainly be to deter 
a man from distributing a considerable por- 
tion of his property during his lifetime and 
it is by no means certain that this result 
is for the best interests of society. 
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BEST BRAINS SIDESTEP PUBLIC LIFE 

Commenting upon the need of new leader- 
ship or a return to the ideals of service when 
this nation was young, Walter Lichtenstein, 
executive secretary of the First National 
Bank of Chicago, stated in a recent address: 
“In its original conception, our government 
was a representative government. The ideal 
was that the wisest men should be selected 
as representatives of the people and, once 
selected, be given a free hand in solving the 
problems confronting them. The idea was 
not that the people themselves should decide 
and vote upon the details of intricate ques- 
tions of government and finance. Unfortu- 
nately, however, the need of developing the 
country was evident, and the prizes offered 
for this work were so much greater than 
those which government office had to offer 
that very early in the history of the country 
it became difficult to obtain the best brains 
for the service of the country.” 

The best people, in the true sense of the 
word, did not go into government service, 
but went into professional careers and espe- 
cially into business. The result has been 
that material success has been the aim and 
goal of nearly everyone in this country, 
which is not quite so true in many other 
countries of the world.” 
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features of operation 
promote speed, accuracy 
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Flat surface for quick insertion and 
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Totals and balances printed by one 
depression of balance key. No copy- 
ing, figure by figure, from adding dials. 


Complete date—month, day and year— 
printed automatically. 


A correction key permits correcting 
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in red. 
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efficient operation. 
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Burroughs Trust Machine is especially 
designed to meet today’s need for greater 
economy and efficiency in the posting of 
trust records. 


Its speed and ease of operation .. . its 
many automatic features . . . its adaptability 
to any accounting plan... all result in 
neater, more accurate records for tk trust 


officer, and the trust department. 


A telephone call to the local Burroughs 
office will bring you a Burroughs repre- 
sentative with full information showing 
what this remarkable machine is doing 
for other trust departments . . . and how 
exactly it meets your own accounting re- 
quirements. Or, you may write Burroughs 
Adding Machine Company, Detroit, 
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LIABILITY OF TRUSTEE FOR DISHONESTY OF EMPLOYEE 
OR AGENT 


SURVEY OF LAW AND JUDICIAL DECISIONS 


ALBERT HIRST 
Of the New York Bar 





(Epiror’s Note: Mr. Hirst finds that judicial cases involving liability of trust com- 
pany for criminal acts of employees in handling trust estates are very rare and concludes 
therefrom that ‘majority of trust company employees are honest, or that in cases of dishonesty 
the trust companies were able to avoid litigation.’’ He suggests, however, that in view of the 
increasing volume of trust business that trust agreements should provide for full responsi- 
bility for acts of employees, and that such provision should not present difficulties by means 
of surety bond protection. This article is reproduced from the United States Law Review.) 


N claiming the superiority of corporate 

trustees over personal trustees, represen- 

tatives of trust companies frequently em- 
phasize the possibility of dishonesty in the 
individual trustees. To quote from a well 
known Trust Service: 

Corporate fiduciaries administering vast 
funds and properties under the supervision 
of the state are not exposed to the tempta- 
tion of gambling with the funds. Personal 
trustees have often misapplied funds. (Ital- 

ihe writer’s. ) 

It is obvious, however, that human beings 
administer the trust in each case, and the 
question seems pertinent whether, if the 
employe of a trust company yield to temp- 
tation a..{ misapply trust funds, the corpo- 
rate trustee will be liable. We are not here 
concerned with the question whether as a 
matter of policy a trust company, in such a 
ease, would actually make good the loss to 
tue trust estate nor with the question wheth- 
er, if it desired to do so, such action might 
be attacked by its stockholders or creditors 
as being ultra vires, nor are we concerned 
with liability imposed upon the trustee for 
the negligence of its agents or employees, but 
we confine ourselves to the discussion of the 
question whether, in case one or more of the 
employees of the trust company should mis- 
appropriate or embezzle trust funds or other 
trust property, the law would cast the duty 
on the trustee to make good. 


What the Courts Hold 
The answer is in the negative, unless the 
parties to the trust agreement have provided 


otherwise. In 1 Perry on Trustees (Section 
441), it appeared that the author originally 
considered the trustee to be liable. He said: 

But if a trustee employs an agent, and the 
agent steals or appropriates the property en- 
trusted to him, the trustee will be held re- 
sponsible; that is, the trustee is not respon- 
sible for the crimes of strangers but he is 
responsible for the criminal acts of agents 
employed by himself about the trust funds. 

He cited in support of his statement Bos- 
tock vs. Floyer (l. R. 1 Eq. 28) and Hop- 
good vs. Parkin (1. R. 11 Eq. 74). But in 
the 6th Edition of this treatise a note is 
added in which the author says: 

In view of later decisions the proposition 
in the tert cannot be considered a correct 
statement of law. Of the tao cases cited as 
authority, Hopgood vs. Parkin has been dis- 
credited by subsequent English decisions, and 
Bostock vs. Floyer has been construed to 
hold merely that misapplication of trust 
funds by an agent renders the trustee liable 
where. he has unnecessarily entrusted the 
agent with the custody of trust funds. 
Speight vs. Gaunt, 22 Ch. Div. 727, 761; Re 
Partington, 57 L. T. 654, 661... . If the em- 
ployment of agents is reasonably necessary 
for the performance of the duties of the trust, 
and the trustee selects persons who are ap- 
parently honest and properly qualified and 
uses reasonable supervision of them, he is 
not responsible for their lack of intelligence 
or dishonesty. In re Weall, 42 Ch. D. 674; 
Jobson vs. Palmer [1893], 1 Ch. 71; Lord de 
Clifford’s Estate [1900], 2 Ch. 707; Carpen- 
ter vs. Carpenter, 12 R. I. 544, 














156 





Trustees Not Bound Personally 

In Beach, Modern Equity Jurisprudence 
(Vol. 1, Sections 252, 253 and 254), relying 
on Speight vs. Gaunt (9 App. Cas. 1), and 
Ex Parte Belchier (Ambl. 218), it is said: 

Trustees are not bound personally to trans- 
act such business connected with or arising 
out of the proper duties of their trust as, ac- 
cording to the usual mode of conducting 
business of a like nature, persons acting with 
reasonable care and prudence on their own 
account would ordinarily conduct through 
agents ; and when, according to the usual and 
regular course of such business, moneys are 
receivable or payable out to persons through 
the hands of such agents, that course may 
be followed by trustees though the money are 
trust moneys; and if under such circum- 
stances, and without any other misconduct 
or default on the part of the trustees, a loss 
takes place through any fraud or neglect of 
the agents employed, the trustees are not 
liable to. make good such loss. 

And Hill on Trustees says in the 4th 
American Edition, at page 888: 

Where from necessity or convenience a 
trustee is justified in keeping any part of 
the trust property in his possession, and 
without any neglect on his part it is lost by 
robbery, he will not be held responsible for 
the loss but will be allowed the amount in 
passing his accounts, and this amount may 
be proved by the trustees own affidavit, for 
it would frequently be difficult to obtain any 
other proof. And so where the trust funds 
are properly deposited with a banker or 
agent, who fails, the trustees will be al- 
lowed the sum so lost. Knight vs. Earl of 
Plymouth, 3 Atk. 480, Belcher vs. Parson, 
Ambdl. 219. 


May Delegate Mere Ministerial Powers 

Perry in his original opinion and the cases 
relied upon by him, adopted the theory that 
the duties of a trustee are purely personal 
and that if he chooses to delegate any part 
thereof, he still remains fully responsible 
for any act of his agents or employees. The 
modern theory, however, is that while a trus- 
tee may not delegate his discretionary pow- 
ers, he may delegate mere ministerial duties 
(See 89 Cye. 304; Anderson vs. Roberts 
[1898], 147 Mo. 486; Dodge vs. Stickney, 62 
New Hamp. 330; Boon vs, Hall, 76 N. Y. App. 
Div. 520: Routley vs. Gorman & Coran, App. 
Div. [1830], 47 Ont. L. 420). 

In Anderson vs. Roberts, supra, where the 
three county judges were trustees of a cer- 
tain fund which they entrusted to the county 
treasurer who stole a part of it, the court 
held that trustees “may employ agents not 
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only in case of actual necessity, but where 
according to the custom of mankind the em- 
ployment of agents is usual’ and then says: 

It is a general rule that trustees must re- 
tain the custody of trust funds and execute 
the trust themselves and not through the in- 
strumentality of an agent, or as it is some- 
times said they cannot delegate their powers 
(citing cases). But there are exceptions to 
the rule, arising from necessity, or from the 
common custom of mankind in which the 
trustee is entitled to employ an agent and 
will not be liable for loss occurring from the 
act of the agent, if the selection was a proper 
one. 


Law of Principal and Agent 

The general law of principal and agent is 
to the same effect, that is, the agent or em- 
ployee, in committing fraud, embezzlement 
or other crimes, acts outside the scope of his 
employment and therefore casts no liability 
on his principal (Henry vs. Allen, 151 N. Y. 1, 
11; Shipman vs Bank, 126 N. Y. 318; Frank 
vs. Chemical National Bank, 84 N. Y. 209). 
The court, in Henry vs, Allen, supra, quotes 
from Weisser vs. Denison (10 N. Y. 68, 76), 
as follows: 

The principle that notice to an agent is 
notice to the principal is quite familiar, but 
is only applicable to cases in which the agent 
is acting within the scope of his employment. 
Were it otherwise, and did it extend to acts 
unauthorized and outside of the employment, 
whether trespasses or even felonies, the mas- 
ter might be made responsible for all acts, 
whether tortious or otherwise, done by his 
servant, while in his employ, or acting pro- 
fessedly in his behalf, if he did not act at 
once by disclaiming the authority. The ser- 
vant would necessarily have knowledge of 
his own wrongful act, and within the rule 
sought to be applied, the knowledge of the 
servant would be that of his master. ... He 
would thus, by a legal fiction, be charged 
with the tortious, fraudulent or even feloni- 
ous act of his servant. This is not the law. 
And the court adds at page 11: 

When an agent abandons the objects of 
his agency and acts for himself by permit- 
ting a fraud for his own exclusive benefit, 
he ceases to act within the scope of his em- 
ployment and to that extent ceases to act as 
agent. (Shipman vs. Bank of New York, 126 
N. Y. 318, 331; Welsh vs. German American 
Bank, 73 N. Y. 424; Allen vs. South Boston 
R.R. Company, 150 Mass. 200, 206.) 


Probity of Trust Company Employees 

Cases deciding the exact question herein 
involved—the liability of a trust company 
for criminal acts of its employees or agents 
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result in loss to the trust estate— 
are not numerous, and one may conclude 
from this that the majority of trust com- 
pany employees are honest or that in cases 
of dishonesty, the trust companies were able 
to avoid litigation. Whether this condition 
will continue in the future we cannot, of 
course, tell. With the tremendous increase 
in trust business of all kinds that we are 
now witnessing, temptation to employees will 
unquestionably increase. 

Whether the possibility of spoliation of 
trust estates by trust company emyloyees be 
near or remote, in any event the idea of the 
protection of trust funds in the hands of 
trust companies calls peremptorily, it seems 
to the writer, for the closing of every con- 
ceivable gap through which the money may 
disappear. For that reason trust companies 
should be solicitous to provide in their trust 
agreements for their full responsibility for 
the acts of their employees and agents, a mat- 
ter that should not be difficult for them be- 
cause, in any event, they can protect them- 
selves by surety bonds. As to the attorney, 
his duty seems to be clear. He must in every 
case insist on a provision in the trust agree- 
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Trust Company, 
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ment by which the trust company assumes 
complete responsibility for all acts of its 
agents and employees, if he wants to avoid 
possible future cricism, 

One of the leading New York banks re- 
cently accepted the following clause in a 
life insurance trust agreement: 

The trustee shall be liable for the theft 
or other wrongful taking of the trust fund 
or any part thereof, whether or not the trus- 
tee was negligent in its custody of said fund 
and whether or not such taking was by an 
employee of the trustee who acted without 
the scope of his employment. 

The writer ventures the suggestion that 
similar provisions should be included in all 


trust agreements. 
°, 
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According to the Bureau of Standards of 
the Department of Commerce, 89 per cent of 
the bank drafts, certificates of deposit, cash- 
ier’s checks, special or individual checks, cus- 
tomer’s drafts, notes, trade acceptances, 
voucher checks, collateral notes, and other 
similar instruments conform to the size rec- 
ommended by the financial group of the Na- 


tional Association of Purchasing Agents. 
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BANKERS MUST LEAD THE WAY TO SOUND BUSINESS 
RECOVERY 


SOWING THE CREDIT SEED AND CULTIVATING ITS GROWTH 


F. J. BELCHER, JR. 
President of The First National Trust and Savings Bank of San Diego, California 


(Epiror’s Note: Mr. Belcher brings the kind of ozone, charged with vigorous faith, 
courage and ripened practical suggestion of which not only business in general, but bankers 
in particular stand in need. He shows what bankers can do and that they must acquit them- 


sé 


selves as the 


shock troops” in the first line of offensive against the stubborn forces of Old 


Man Depression. “Sowing the seed of credit’ in local communities, is his prescription and 
the formula is one which bankers, large and small, are in position to apply with abundant 
resources at their command to again awaken the will to buy.’’) 


T HAS been said that a study of past de- 
pressions would indicate that each de- 
pression germinates the seed of its own 
recovery. In the present situation it would 
seem that the economists and administration 
leaders regard bank credit as the seed which 
must be sown and cultivated in order to 
produce the harvest of prosperity. But all 
these measures that have been taken are but 
preparatory. They are the machinery for 
the production of credit. They cannot of 
themselves create credit. The plan cannot 
and will not succeed without the full and 
hearty cooperation of all of the banks of 
the country. The bankers are the husband- 
men who must prepare the ground, sow the 
seed, and cultivate its growth. 
What Bankers Can Do 

What then can we bankers do to help? 
The first thing to do is to get back our own 
courage, and our faith in these United 
States. During the past six months we bank- 
ers have been living in an atmosphere of 
fear; fear that our depositors might want 
all their money back at the same time; fear 
that our borrowers will be unable to pay 
their loans; fear that when our eligible 
paper is exhausted it will be impossible for 
us to realize on our remaining assets. We 
must get out of that atmosphere of fear, 
and into an atmosphere of courage. 

We can take courage from the knowledge 
that intrinsically the great bulk of our bank 
ussets are sound. We can take courage from 
the additional credit facilities that have been 
put at our disposal. We can take courage 
from the knowladge that the proper use of 
hank credit will relieve the necessity of 


forcing the collection of loans, and increase 
the value of the security which we now hold. . 
We can take courage from the fact hundreds 
of thousands of our customers still have 
faith in us and our banks. 

We must realize that, though faced with 
many perplexing difficulties, we still are a 
nation of a hundred and twenty millions of 
people, with the same real wealth, the same 
natural resources, the same brain power, the 
same energy, the same willingness: to work, 
that we have always had; and that with 
these assets properly coordinated it is im- 
possible for us long to remain in the state 
of collapse in which we find ourselves. It 
is unthinkable that we should recede to any 
extent from our high plane of achievement, 
that we should lower in any degree the high 
standard of our national life. 


Restoring Faith in Local Communities 

Next we should revive the courage and re- 
new the faith of the people of our communi- 
ties. It is, of course, impossible to talk our- 
selves into prosperity. Previous ill timed 
attempts at encouragement of this sort have 
no doubt been detrimental, but surely there 
is something in a proper state of mental bal- 
ance. At the present we seem to have com- 
pletely lost all sense of proportion. Our 
mental processes are just as unbalanced as 
they were in 1928 and 1929, but in the oppo- 
site direction. ‘Then the public was specu- 
lation mad, now it is depression mad. 

Nobody wants to buy anything at any price. 
Pessimism, repudiation, unemployment and 
gloom are the principal topics of conversa- 
tion, and everyone is waiting for someone 
else to make times better, and doubting if 
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it ever can be done. Millions are out of 
work, many are desperate and suffering, but 
the great majority still live in comparative 
luxury, and fail utterly to realize that the 
best way to permanently help those less for- 
tunate is by hard cheerful work. Our own 
faith renewed, we who come in daily con- 
tact with so many of the financial ills of our 
people, practically have it within our power 
to change their mental attitude from that 
of fear and dismay to one of courage and 
hope. 


Sowing the Credit Seed 

Next we must sow that credit seed. That, 
of course, is going to be a difficult thing to 
do. To all suggestions that credit should 
be expanded the banker asks, to whom are 
we to make the loans? And I cannot answer 
the question. But this is sure, that the loans 
cannot be made unless and until the banker 
is willing to make them. Due to the force 
of the depression most of us have become 
collectors instead of lenders. The desire to 
get out of debt has prompted a great deal of 
voluntary liquidation, but on most of our 
borrowers continual pressure has _ been 
brought to make them pay their loans. 

These new credit facilities make it possible 
for us to relieve that pressure. In most 
communities the impression is generally prev- 
alent that it is almost an impossibility to 
get any loan at any bank. That thought 
must be changed. In some way we must get 
to our communities the knowledge that 
ample credit is available for every legitimate 
purpose. The prompt and cheerful renewal! 
of loans where heretofore we have been 
pressing for payment will go a long way 
view of the 


toward changing the point of 
borrower. 

No doubt all of us have felt it necessary 
to substantially reduce commitments for es- 
tablished 


lines of credit. Raising these 


Capital, Surplus and Undivided Profits in excess of $9,000,000.00 














commitments to, or approaching, former ley- 
els will be beneficial, psychologically at 
least, even though the credit may not be 
taken advantage of at the time. 


Passing the Word to Merchants, Manufac- 
turers and Individuals 

A word to our merchants and manufactur- 
ers to the effect that credit conditions are a 
little easier may enable them to start some 
improvement, or some expansion, that they 
have pbeen considering, thus paving the way 
for the purchase of materials or merchandise, 
and the employment of additional help. No 
doubt there are numerous instances in every 
community where individuals are desirous of 
taking advantage of the low prices of real 
estate and low construction costs, in the 
building of a home, if only they could be par- 
tially financed through the means of a con- 
servative mortgage loan. A word to respon- 
sible real estate men that bank credit is 
available in limited amounts for such pur- 
poses will undoubtedly produce results. 


Encouraging Home Building 

A recent personal experience is an excel- 
lent illustration. The manager of an outly- 
ing branch informed us that there were at 
least a dozen people in his community who 
would build modest homes just as soon as 
conditions eased sufficiently to enable them 
to secure reasonable mortgage loans. In- 
structions were given at once to make these 


loans, aggregating something like $50,000. 
The manager, somewhat dismayed, said, 


“Where will I get the money?” and the an- 
swer was, “You do not need money; your 
cash reserves are sufficient; five thousand 
dollars will cover that requirement and cred- 
its to the accounts of the individual bor- 
rowers of the amounts of the loans will in- 
crease your deposits by $50,000. When these 
amounts are withdrawn by the borrowers in 
payment for construction of the homes, 
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those same amounts will be re-deposited in 


your bank by the lumberman, the plasterer, 
the hardware merchant, the grocer, the labor- 


er. 

All bank officers should be made familiar 
with the plan, and asked to cooperate by 
bringing to the attention of the loaning offi- 
cers every opportunitiy coming to their at- 
tention where credit could be extended for 
purposes that are economically sound. It is 
a campaign if you please, conducted quietly 
and carefully by the bankers, to get the peo- 
ple to use the tools now in their own hands, 
to release themselves from their prison of 
depression. 


Credit Expansion Justifiable 

And we bankers must stand together in the 
conduct of that campaign. We will never 
regain public confidence as long as we are 
suspicious of each other; we will never ac- 
complish our objective until we can work 
together wholeheartedly for the common good. 
The preservation of the stolidity of our in- 
dividual banking institutions is of course es- 
sential, but the matter of supreme impor- 
tunce is to get industry and trade back to 
normal levels and create employment for the 
millions that are now out of work. 

Ordinarily a deliberate attempt at credit 
inflation would work disastrously, through 
the weakening of our credit base, due to 
withdrawal of gold by frightened foreign 
creditors, but it is believed that financial cir- 
cles in Europe are now generally in accord 
with the credit expansion policy of the Fed- 
eral Reserve Bank. 

Under the stimulation of easier credit, con- 
fidence will return, industry wil start up 
just a little here and there, employment will 
increase, buying power will increase. <Ac- 
tivity in one line of endeavor will stimulate 
activity in other lines, and slowly but grad- 
ually, and with ever increasing momentum, 


prices will rise. When the financial crisis is 
over and money becomes easy, low rates of 
interest will drive security prices higher, as 
well as commodity prices. Business profits 
will increase, intrinsic values will be re- 
established, we will regain our sense of pro- 
portion. 
There are, of course, deterrent factors 
which will impede the progress of recovery. 
There is the possibility of radical and un- 
sound legislation, and the national election 
Which creates uncertainties in business in 
the best of times. For the long pull, taxa- 
tion is probably the most serious problem 
confronting the nation today. Between 1910 
and 1930 our federal, state and local taxes 
have increased by 700 per cent, while the 
population has increased by forty per cent. 
Total taxes paid in 1930 were in excess of 
ten billions of dollars, or one-fifth of our 
national income, and are still increasing. 


Taxes Must Come Down 

This would be a staggering burden under 
any condition of business, but almost un- 
bearable with conditions such as they are 
today. Many local governments, including 
some large cities, are finding difficulties in 
meeting their obligations. Tax revolts are 
imminent; everywhere insistence that taxes 
must come down, and many business leaders 
saying that there can be no permanent im- 
provement in business until they do come 
down. 

To get them down is not an easy matter. 
A very large part of those taxes is for the 
purpose of paying interest and the sinking 
fund on the thirty billions of public debt 
which we have created. Debts created by 
our governing bodies at the demand of an 
extravagant public, and with hardly a pro- 
test from those whose duty it would be to 
counsel moderation. 


Taxes must come down. The only way to 
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get them down is by cutting government ex- 
penses. The only way to cut government ex- 
penses is through aroused public opinion. It 
is the duty of every one of us, as part of 
this reconstruction program, to join hands 
with business men and wage earners in a 
determined effort to secure a radical reduc- 
tion of present governmental expenses, and 
to prevent further appropriation of public 
funds for unnecessary or extravagant pur- 
poses. 
Constructive Forces at Work 

On the other hand, there are strong con- 
structive forces, products of the depression 
itself at work, preparing the foundation on 
which to base recovery. Deflation has pro- 
ceeded without interruption for nearly three 
years, and should be at or near the bottom. 
Commodity prices are all below the cost of 
production, and labor is fairly well liquidat- 
ed; which must result in low production cost 
of all manufactured goods. Stocks of goods 
in the hands of manufacturers are negligible. 
Careful buying by retail merchants for only 
current needs has resulted in greatly reduced 
inventories on their shelves. 

Real estate can be purchased for almost 
buyers prices, and building construction costs 
are the lowest they have been for twenty 
years. High grade bonds can be purchased 
at prices much below their intrinsic value, 
and the market price of the stocks of a num- 
ber of our leading industrial corporations is 
less than the net current assets of those 
companies. Such a condition of wholesale 
bargain prices in every line cannot continue 
for long when public confidence has been re- 
established. ‘That condition of cheap prices 
will furnish the incentive to buy. 

Debts have been liquidated, aggregating 
enormous sums, and many of the losses in- 
curred have already been written off and for- 
gotten. Nearly everyone has found it nec- 
essary to economize in almost every way, and, 





as a result, buying of all classes of merchan- 
dise has been drastically curtailed. Cornora- 
tion, family, and individual budgets have 
been balanced; all are living within their 
incomes, saving is the order of the day. 
These economies, this liquidation of debt, and 
these savings, together with the reserve 
wealth of the country, wil furnish the ability 
to buy. 


The Will to Buy 

All that is lacking is the will to buy, and 
that I believe is in the making. The public 
has, I think; recovered from its sense of 
acute fear and panic. They are convinced 
that in some way, somehow, if they wait 
long enough, the turn will come and business 
conditions will get better. They are con- 
vinced too that we must make the start from 
where we find ourselves at the present, that 
there will be no quick upturn, no sudden rise 
to some higher level on which to build, that 
we must build on our present foundation, 
taking the conditions as we find them, and 
making the most of them. They are waiting 
calmly, patiently, for something to happen, 
for some one to show them the way. 

I believe that the bankers can show them 
the way. With renewed confidence in our- 
selves, with renewed confidence in this coun- 
try of ours, we can renew the public confi- 
dence in us, by sowing that credit seed, and 
cultivating its growth. 

The will of a testator in Baltimore, whose 
daughter was a widow, directs the executor 
to ascertain the name of his daughter’s boot- 
legger and report him to the Federal author- 
ities. 

A recent compilation shows that there are 
3,325 towns and cities in the United States 
with population over one thousand that are 
without banking facilities. Sinee 1920 total 
number of banks in the country has de- 
creased from 31,200 to approximately 19,700. 
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Telephone pioneering 
goes on 


Workers in the Bell System are 
still pioneers. ‘They keep alive the 
spirit and tradition of the earliest 
developers of telephony. They are 
constantly seeking better materials 
and better uses for them. 

In the laboratory and in service 
development, telephone men are 
exploring new fields of usefulness. 
They are discovering new ways to 
give the telephone science wider 


application to modern business 


and social life, new and more 
diversified sources of revenue. 

This persistence in pioneering 
has played no small part in improv- 
ing the quality of voice transmis- 
sion and in raising the efficiency 
of service. Thus it has helped to 
give the public what is demanded 
in a day of close buying— greater 
value. 

May we send you a copy of our 
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THE LIVING TRUST ACQUIRES NEW SIGNIFICANCE 
AND APPEAL 


PUBLIC MIND SUSCEPTIBLE TO FIDUCIARY PROTECTION 


JOHN H. BOUSHALL 
Trust Officer, The First National Bank of Tampa, Florida 


(Epiror’s NOTE: 


Violent deflation of values and drastic reduction or the wiping oul 


of fortunes as well as savings have taught many thousands of Americans that it is often 


more difficult to hold than to acquire fortunes. 


Severe losses have impressed upon many the 


fallibility of their own judgment and have created a state of mind most receptive to implant- 
ing the value of corporate flduciary protection, particularly as afforded by living trusts. 
Mr. Boushall approaches this subject with some new thoughts that will interest all trust men.) 


E have it from all sides that two of 

the most distressing phases of the 

current depression are that fortunes 
regarded as most stable have been practically 
wiped out or decreased by half or more, and 
that fortunes suddenly acquired have van- 
ished completely. A study of causes of this 
situation would be a rehearsal of criticisms 
of everything from Minnesota wheat to Flor- 
ida sunshine, as forces of nature, and from 
the Federal Reserve Board to German plans 
for reconstruction after the World War, as 
the machinations of men. It is far beyond 
the scope of this paper to assign a cause or 
point a remedy for the depression. 

The fact, however, which emerges most 
forcefully from recent experience and cur- 
rent depression is that there has never been 
a time more propitious for trust companies 
to lay before their clients the full and true 
meaning of the living trust. The field is most 
fertile and the people are most susceptible 
to such provision. 


Habendum and Tenendum 

Young law students, bothered with the ver- 
bosity of the law, often feel that some of the 
words used in a deed for instance are yain 
repetitions. Ripening age, however, brings 
respect for the ancient draftsmen who have 
weighed each meaning and sought to omit no 
word the presence of which would lend force 
to the written instrument. Present day events 
have brought home to many that the words 
of the habendum and tenendum clause of a 
deed each have deep significance. ‘To have” 
is now clearly an expression of present pos- 
session. “To hold” is to many the expression 
of a vain hope, and were some means devised 


whereby they could in fact exercise the right 
to hold the things they have they would turn - 
from critical carping to pans of praise. This 
desire for some means to hold what one once 
had, since the former possessor sits now with 
empty hands and sour memories of happy 
days, is due to a failure to analyze the ca- 
pacity of the genius who knows how to make 
money. 


Respect for Responsible and Disinterested 
Trusteeship 

Think if you will of each one of the now 
depleted fortunes as having had some por- 
tion of each step of its profit making put in 
a living trust. Then a portion of the for- 
tune would have been surrounded with that 
eare a trustee must take with funds that are 
not its own. The standard of an ordinary 
prudent man handling the property of an- 
other would have been the guide in selecting 
investments for a portion of the funds of our 
money making marvel. Of course, in the 
hey dey of his fortune he would have groaned 
to see the meticulous care with which his 
trustee sought safety of principal first, and 
because the money maker did make money 
so fast the trustee would have paid not so 
much attention to the amount of the return. 
But now, when all is lost, he would have been 
pointed out as the marvel who not only could 
plan mergers but was the very embodiment 
of sagacious forethought in the wise disposi- 
tion of his personal affairs. 

In the respect of market values, there is 
not the field for living trusts now that there 
was in 1929, but then the hearts of men were 
not ripe for trusts in that year of grace. 
Today the people are open to any helpful 
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suggestion, and as to such property as they 
do have and do hold they are ready and 
willing to have some disinterested trustee 
help them in continuing in possession. 

It is at this point that it appears that 
those whose stable fortunes have been hurt 
are good living trust prospects. Many of 
the people who were about to develop into 
what we may ¢all 'the leisure class have had 
their incomes so seriously curtailed that their 
leisure has become a source of extremest 
anxiety as they have sought eagerly to be- 
come at least white collar employees. In 
other cases, visions of happy days spent in 
retirement have vanished as the income from 
a supposed fortune has dried up like the 
bed of the summer torrent. 


Trusteeship Minimizes Investment and 
Speculative Losses 


Two causes are to be found for this state 
of affairs. In the first place the stable for- 
tunes have been invested frequently in com- 
mon stocks of businesses that seemed sound 
enough and have heretofore paid excellently. 
While the owners of the stocks had no dis- 
position to speculate, the corporations, re- 
sponsive to the spirit of the times, have 
merged and absorbed and been taken over 
into super corporations until it was almost 
impossible to recognize the original industry. 
When profits could no longer carry the bur- 
den of so many reorganizations and their 
attendant trail of stock splits and new issues, 
the colossus lay on its side and panted, un- 
able to go on. The holders of the common or 
even the preferred stock under such circum- 
stances could only hope for better times, and 
hope to live until those better times are re- 
alized. 

It is confidently believed that had these 
stable fortunes been largely in charge of 
capable trustees, as the splits were made 
and rights were given, large percentages of 
the holdings would have been changed into 
securities that had the requirements of in- 
vestments proper for trust funds, and so an 
appreciable portion of the fortunes saved. 

Certainly it is true that now that trustees 
have seen their judgment tested, and have 
had lessons of the most invaluable kind, 
trusts established with reputable corporate 
trustees will have a greater chance of effec- 
tive selection, diversification and supervision 
than has ever been true in the life of cor- 
porate trusteeships. Family fortunes may 
not yield the princely incomes they once did, 
but they will continue to yield something, 
and that something may be the difference 
between a competence and disaster. Those 


TRUST COMPANIES 


who now have the remainder of the stable 
fortunes are excellent trust prospects. 


Speculative Disillusionment 

The case of the man who was fortunate in 
his speculations and became paper rich be- 
yond his fondest dreams offers a type of busi- 
ness that is sure to come to the corporate 
trustee. To have is new to him, and to hold 
is at first not even thought of. Such men 
make wonderful night club habitues. “More 
than I ever dreamed of came in today,” he 
says. “More will come in tomorrow. Tonight. 
let us be gay.” Once convinced of what a 
living trust can do, and once possessed of the 
brains to see at all, this nouveau riche will 
become a good trust client, and in time the 
most grateful of trust beneficiaries. As peri- 
odically the checks for income from the trust 
established are received, the genius with the 
gold left in his own charge all trickled 
through his fingers will lisp ever thankful 
praises of the day in which he created his 
living trust. 

Some of the people who had money prior 
to 1929 have some of it now. It is these 
people who currently offer a list of prospects 
for the immediate creation of living trusts. 
That a trustee may help conserve what they 
have is the appealing proposition, and this 
field the trustee who is alive to the situation 
from the standpoint of service and of profit 
owes it to itself, its stockholders and the 
public to work to the limit of its ability. 
Some of the people who make speculative 
money in the boom time will make it again. 
These too should be cultivated and educated. 
It is possible to pick some of the winners 
even if one wonders if ever money will be 
made again. 


Trust Service and the Next Upswing 


Then there is that vast rising tide of new 
people who will make money on the upturn 
affairs will eventually take. They carry the 
potential success of the trust department. It 
is to them that we need most to appeal. Had 
the same tactics been used in the years pre- 
ceding the collapse that experience now di- 
rects, millions in money, and thousands of 
people and hundreds of trust companies 
would be far happier than they are today. 

The reason we can expect more of our- 
selves in the next upswing is because trust 
services have been developed to a higher 
point of efficiency, trust companies as trus- 
tees have had the severe chastening of ex- 
perience, and the hurried dissipation of 
wealth not battened down is too fresh in the 
memory of man to let a similar situation 
arise in quite the same manner. So it is then 
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repeated, the field today is ready for the 
gleaners, and the gleaners will be the har- 
vesters as the new crop comes on. 

As for this future business, until the glare 
of success in ‘the next rise blinds the business 
man beyond reason, each instance of success 
is an opportunity for the suggestion of a 
living trust. While forecasters are always in 
disrepute, the assertion can be risked that 
it would not be surprising if in a majority of 
the cases where genius for money making 
begins to develop the living trust will go 
side by side with each achievement of suc- 
cess. 


Trustees Have Also Been Taught a Lot 

To say to the prospective living trustor 
that the judgment of his trustee will be in- 
fallible is to go contrary to experience, and 
surely no one in contact with trust invest- 
ments will say his portfolio is free from 
mistakes. It can be stated, however, without 
much fear of successful contradiction, that 
the losses in trust 
fractional part of what been lost by 
the men who considered themselves near 
perfect in market speculation. That there are 
bonds in trust accounts which have depre- 
ciated is incontrovertible, but the percentage 
of these that are in default is not large, es- 
pecially where they were chosen by a trustee 
whose mind and heart were free of any en- 
tangling alliances with affiliated companies, 
the axes of which had to be ground. 


investments are not a 


has 


The prospective trustor will see the peni- 
tent trustee with tears in his eyes bid adieu 
to corporations bearing the bank’s name with 
some slightly changed word intended to show 
a legal differentiation, but to carry an im- 
pression of close association. ‘No securities 
for sale,” to the trust department at least, 
will be a fact so general as not to require 
advertisement. 

Education as to the handling of trusts has 
not come to the prospective trustors alone. 
Trustees have learned a lot, and while some 
of the effect of the desire to have a rounded 
whole within the one institution will have 
to be passed on to the trusts, the education 
of the trustee has been effective. Trustors 
may feel more confidence than ever in the 
trustees they appoint since the trustees also 
have gone to the edge of the vale of tears 
over most unhappy associations with affili- 
ated companies as “left-handed wives.’ The 
danger to trust accounts of house-fostered 
securities is less today than it ever has been, 
and has in all probability disappeared from 
the face of the earth forever. 

For many years to come corporate trus- 
tees will offer most excellent services to trus- 
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tors of living trusts. The trustors will: be 
educated to the point that when they have 
discharged their function “to have’’ property 
they will at once call on the trustee to func- 
tion “to hold” such property intact. The time 
for such education is not tomorrow, or when 
the tide turns, but now. Undoubtedly in the 
process of bringing to the public the full 
value of its services, the trustee will find 
currently a fair and reasonable compensa- 
tion for what it is doing. When the tide does 
turn, that fiduciary institution which has not 
laid a firm foundation in the public mind 
for the use of its services will be left high 
and dry by tthe tide flowing to the active 
trust company. It can thank itself for its 
neglect of an opportunity that is even now 
making itself most obvious. 


\? 
Xd 


According to a recent analysis made by 
Moody’s Investors Service, wage rates have 
failed to decline in proportion to decline in 
cost of living with the result of a net in- 
crease in the purchasing power of wage rates. 

A new law enacted by the legislature of 
Virginia gives the state banking authorities 
the power to limit deposit withdrawals from 
impaired banks. 
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JOINT RESPONSIBILITY IN IMPROVING THE AMERICAN 
BANKING STRUCTURE 


EVOLUTION THE RESULT OF PRACTICAL EXPERIENCE AND 
CONSTRUCTIVE LEGISLATION 


HARRY A. WHEELER 
Chairman, Committee on Banking of the Chamber of Commerce of the United States 


(Epitror’s Note: 


As chairman of the Committee on Banking of the Chamber of Com- 


merce of the United States, Mr. Wheeler has had opportunity to ascertain the views of 
representative business men throughout the country on the subject of improving the banking 


structure. 


He concludes that the job is not one that can be entrusted alone to the banker, 


to legislators or to business men, but that it can be done most effectively by a sense of joint 
responsibility on the part of the three groups. Mr. Wheeler discusses branch banking pro- 
visions in Section 19 of the Glass bill, and while defending the usefulness of unit banking 
and the dual banking system, he holds that banking must yield to evolutionary processes, 
especially in the light of recent experiences.) 


HE structures of American banking is 

still in the process of evolution. That 

it must be subjected every few years 
to a major legislative operation is neither 
conducive to public confidence at home or to 
reliance abroad upon our ability to assume 
world leadership in finance. It cannot be 
asserted with justice that the defects in our 
banking system are a primary cause of the 
economie ills from which the country is now 
suffering. We cannot deny, however, that 
the suspension since the beginning of the 
acute depression of more than four thousand 
banks, holding deposits of more than two and 
a half billion dollars, has created a distrust 
that caused other vast sums to be withdrawn 
from circulation and hoarded. The aggre- 
gate thus made unavailable to perform its 
normal function in trade and commerce is 
reflected in the old, vicious circle—the loss 
of buying power, decreased production and 
unemployment. 

No matter how sincerely we may deplore 
the necessity to undertake changes in our 
banking structure, in a period when calm 
thinking and deliberate action is difficult, it 
is evident that public sentiment has become 
aroused to demand action looking toward 
greater security to the depositor. Legislative 
activity has already spread its consideration 
over the whole field of bank organization 
and operation. It will take more than banker 
influence to defeat some of the extreme leg- 
islative proposals. The triumvirate of bank- 
er, business man and legislator faces jointly 


a very definite responsibility. Working to- 
gether with patience and mutual considera- 
tion, they can greatly aid in finding a remedy 
for defects that now exist. 


Dangers from Automatic Safeguards 

There are two phases of the banking prob- 
lem which must be considered, namely, the 
administrative and the structural. It would 
seem that leadership in both of these should 
lie with the banker. Certainly, in the mat- 
ter of how far administration and manage- 
ment should be left unfettered by precise 
legislative definition, we would be bound 
to accept the judgment of the men who 
function daily in the banking field. Capacity 
for good management and increased efficiency 
cannot be supplied by law. These are human 
elements and rigid prescription of statutes 
that would tend to insure automatic safe- 
guards presents the danger that some bank- 
ers may feel that practices not definitely 
prohibited are to be defended solely because 
they are legally permissible. 

When will we learn that laws will not com- 
pel the exercise of conservatism, offset in- 
competence and effect sound banking prin- 
ciples in which profits are secondary to sol- 
vency? In this phase of the banking prob- 
lem, both the business man and the wise 
legislator can stand by closely to the trained 
banker, whose experience will surely indi- 
cate the measure to which legislative activ- 
ity should go as affecting bank management. 

With respect to the structural phase, how- 
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ever, it is plainly evident that bankers are 
not in agreement. More than six thousand 
national banks are chartered, examined and 
regulated by federal statute; more than thir- 
teen thousand state banks are chartered, ex- 
amined and regulated by their respective 
states. Thus, our twenty thousand banking 
institutions are controlled by forty-nine sepa- 
rate and independent legal authorities, and 
this constitutes our dual system of banking 
under which operations are being conducted 
today. In addition to this, the six thousand 
national banks and more than eight hundred 
of the strongest state banks, making up 
55 per cent of the number of all institutions 
and 60 per cent of the banking resources of 
the country, are subject to the provisions of 
the Federal Reserve Act. 


Survival of Dual Banking System 

The people of this country have clung 
tenaciously to a decentralization of the func- 
tions of banking as opposed to the principle 
of central banking. The National Monetary 
Commission recognized this, after its study 
of the banking schemes of all commercial 
nations following our panic of 1907. The 
late Senator Aldrich said, * * * “I do not 
believe and I do not think any member of 
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the commission believes that we could adopt 
for the United States the system of any of 
these countries, and, certainly, not without 
very many material modification.” * * * 

Even supposing that the proponents of 
national banking may hold the belief that 
some day this dual system would be merged 
into one, that expectation will not be realized 
in our day. The states have always been 
justly proud of their banks. They were first 
in the field of banking in this country, con- 
tributed greatly to the development of the 
country’s resources and any suggestion to 
sink their identity or limit their credit func- 
tions will be promptly opposed. The result 
is that we are likely to operate under the 
dual banking system for many years to come. 
If this is true, we should recognize the diffi- 
culties, and, dropping our prejudices, should 
endeavor to work out, intelligently, as much 
uniformity in powers and in method of regu- 
lations as the divided interest may permit. 

The banking service of this country has 
also been built up on the theory that the 
unit bank is to be preferred to a parent bank, 
With branches. 


Banking in Process of Evolution 


No one will deny today that the unit bank 
will always occupy an important place in 
our banking structure, but the whole bank- 
ing structure of America has been, from its 
very inception, a process of evolution and 
today we are facing—born of the experience 
of recent years—the necessity to inquire, 
frankly, into the need for a uniform exten- 
sion of branch banking, side-by-side with 
the continuation of unit banks. 

The states have always had widely diver- 
gent laws with respect to branch banking. 
Today, nine states permit to their state char- 
tered institutions, the establishment of 
branches, statewide; sixteen states permit 
branches to be established in the city or 
county in which the parent bank is located; 
eighteen states completely prohibit the es- 
tablishment of branches and five are silent 
upon the subject. 

It should remembered that, untii 
the passage of the MecFadden-Pepper Act, 
national banks were not permitted to estab- 
lish branches and the provisions of that act 
limit branches of national banks to the 
cities in which the parent bank is located; 
always providing, however, that the laws of 
the state do not prohibit the establishment 
of branches by their own state chartered in- 
stitutions. Of course, this is an exceedingly 
ragged and unsatisfactory scheme of organi- 
zation and it must be obvious that a greater 


also be 
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about in any 
equalize the 
strong state 


uniformity should be brought 
plan that would assume to 
powers and opportunities of 
and strong national banks. 


Credit Extension and Unit Bank Control 

The chief argument of the unit bank con- 
trol seems to lie in the advantage to the 
community in which it is located through a 
more intelligent judgment of the credit needs 
of the community than could possibly be 
had if credits were approved at some cen- 
tral bank more or distant from the 
locality in which the credit is desired. Of 
course, this is not quite logical. The group 
at its headquarters must have final control 
of credits extended by its component parts. 

In the present day of instant communica- 
tion, it would only be a matter of minutes 
to secure the consent of the parent bank to 
approve credits in a territory in which it 
has branches. The parent bank would be 
bound to accept the judgment of its branch 
management; except, of course, in those 
wherein its broader knowledge and 
conduct with affairs might question the wis- 
dom of a credit recommendation, based solely 
upon local conditions and aspects. 

Now, as offsetting any possibility of credit 
limitation must come the fact that the greater 


less 


Cases, 


available resources of the parent bank as 
applied to the credit needs of the branch 
community would be an immediate advan- 
tage, and from the standpoint of banking 
service it must be readily admitted that there 
are communities whose credit requirements 
are substantial where adequate capital can- 
not profitably be employed by local banks. 

A strong parent bank located within the 
state while maintaining an aggregate capi- 
tal equal to the combined capital that would 
have been required at each branch for a 
separately organized national or state insti- 
tution could use its general resources wher- 
ever required, would better serve the needs of 
its territory and would produce a definite 
earning power greater than would the earn 
ing power of separately held capital in the 
several localities where branches are oper- 
ated. , 

Banking in California and Illinois as 
Contrasting Examples 

It may interest you to state that in the 
committee over which I have presided, at 
least a majority of that committee voiced 
the expression that the ragged system of 
which I have spoken here does not lend to 
real banking strength. I think we may as- 
sume that the state of Illinois, on the one 
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side, is a practical illustration, and the state 
of California, an illustration on the other 
side. In the latter case California has per- 
mitted statewide branch banking, and that 
permission has been accepted by the strong 
banking institutions of the state and has 
been carried into effect. The great resources 
of these banks have been thrown from yal- 
ley to valley, as crops matured and were up 
for marketing, at different periods of the 
year, making the resources of the state ample 
to cover the requirements of agricultural 
eredit and of commercial credit. And the 
record of the state of California in these past 
two and a half years, when bank failures 
have been so numerous and deposits of in- 
dividuals so impounded, has been one that 
if we were to accept it as the result of state- 
wide branch banking powers would convince 
us that the nation would be better off if 
promptly we could have like permission in 
the forty-eight states. 

On the other side, in the state of Illinois, 
we have prohibitory laws of the most drastic 
character. The bankers in the city of Chi- 
-ago, Without regard to their broad vision of 
what might be better for the state if branch 
banking was indulged, were not able to in- 
dulge in branch banking in their own city 
with the unfortunate result of the experience 
of the last two years. Moreover, as between 
the city of Chicago and the down state there 
has always been an extreme jealousy, and 
the state of Illinois and the county of Cook 
steadily opposed any form of branch bank- 
ing because it would interfere with the unit 
banks of the state, and their management 
and control of the areas in which they are 
located. 

Section 19 

Why I 


of the Glass Bill 

am stating that branch banking 
forced perhaps, as provided by \Section 19 
of the Glass Bill, may be necessary is be- 
cause I see no way, after twelve months of 
contact with and correspondence with bank- 


ers of the eighteen states that prohibit bank 
commissioners of those states, and the goy- 
ernments of those states, in which within any 
reasonable time there may be a uniform ac- 
tion by the state legislatures of those states 
giving permission to their state chartered 
banks to do the things that the banks in 
other states already have the power to do. 
If Section 19 should prevail, and it is pro- 
posed by some that it should not be made 
effective until such time as the states have 
had an opportunity to convene their legisla- 
tures and protect the rights of their state 
chartered institutions, in law either in this 
session or in the next, it will constitute that 
pressure which will make it necessary, in 
the protection of the dual system of banking, 
and in the protection of the rights of the 
banks chartered by the states, that their 
legislatures shall so amend their present acts 
in banking as to provide like privileges to 
the banks of their respective states. 

If I thought that it would be possible to 
get this in reasonable time by the process of 
letting the states take the first step, I would, 
of course, be the first to hope that that might 
be the course to be pursued. But out of 
practical experience of a year in this contact 
as chairman of the Banking Committee of 
the Chamber, 1 have despaired at the possi- 
bility, and in consequence, personally, I favor 
the provisions of Section 19 as a means to 
an end to create a stronger and better forti- 
fied structure of American banking for the 
use of the American people. 

Somebody many years ago put a halo 
around the banker. He has it today, not so 
much as he did years ago but nevertheless 
to an extent. In our effort to get individual 
action on ‘the part of business men to study 
the laws of their states with respect to bank- 
ing and to be competent to express an in- 
telligent opinion thereupon, we found the in- 
clination on the part of the business man 
to do what he has always done—gone back 
to the banker and ask him what it was 
all about, and what should be said on the 
subject. It is high time that the banker 
should not be considered the fountain of all 
knowledge, economic or otherwise; that in 
granting legitimate credits that are requested 
by business he is not conferring a great favor 
upon us any more than the coal man would 
be conferring a favor on us when we place 
an order for a winter’s supply of coal. If a 
credit is good and the money in the bank is 
available for lending, and we are of a char- 
acter that make it possible for us to legiti- 
mately ask for the credit, it seems to me that 
we give the opportunity to the banker to 
make an honest dollar, 
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Detroit’s Changing Skyline 


Just as the skyline of Detroit has expanded 
since the turn of the century, so has 
Detroit Trust Company grown through 
thoughtful and efficient service. Today 
it is one of the largest trust institutions 
in America, whose experience, ability and 
facilities are devoted entirely to the set- 


tling and managing of estates. 


DETROIT TRUST (COMPANY 


Fort Street opposite Post Office — Detroit 
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The compass marks 
the birthplace of 


A NEW CORRESPONDENT SERVICE 


bat, 
Our conversations with upstate Marine aici 


Midland banks are more often punctu- 

ated with first names than with sirs and Upon this profound knowledge, we have 
misters. We know these men and their rebuilt our service to correspondent 
problems intimately. We have adeepun- banks. If you are seeking representa- 
derstanding of their needs, functions, and_ tion in this city, we should be glad to 
relations with the industries they serve. explain our service to you. 


ee 


THE MARINE MIDLAND TRUST COMPANY 


OF NEW YORK 


Main Office: 120 Broadway, New York City 
MEMBER OF THE MARINE MIDLAND GROUP OF BANKS 


There are Marine Midland Banks in these New York State Cities: 


NEW YORK CITY e TROY MALONE OSWEGO WATERTOWN) e 

BINGHAMTON JOHNSON CITY CORTLAND ENDICOTT e ROCHESTER 

BATAVIA ALBION . NIAGARA FALLS MEDINA LOCKPORT 

TONAWANDA NORTH TONAWANDA * BUFFALO EAST AURORA 
SNYDER LACKAWANNA JAMESTOWN 
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NEED FOR UNIFORMITY IN MORTGAGE FORECLOSURE 
LAWS 


RADICAL DIFFERENCES TO BE RECONCILED IN STATE LAWS 


GEORGE S. PARSONS 
New York Title and Mortgage Company 


(Epiror’s Note: Increasing number of real estate mortgage foreclosures have given 
renewed emphasis to the need of securing a greater degree of standardization in state laws 
and procedure governing such foreclosures. In connection with President Hoover's Conference 
on Home Building and Home Ownership a special committee on legal aspects of mortgages 
has been conducting study of laws of various states. The conclusions of this committee are 
embodied in the following article.) 


HE reports of the sub-committee on 

legal aspects of mortgages appointed 

in connection with the President’s Con- 
ference on Home Building and Home Own- 
ership, lends further emphasis to a move- 
ment which appears to be gaining momen- 
tum, looking toward simplification and the 
establishment of general uniformity in the 
matter of mortgages and methods for en- 
forcing them. The present wide divergence 
in the form of mortgages in various states 
and the equally wide variance in methods of 
foreclosure—taken into consideration with 
the excessive cost involved in many instances 
—renders this subject of great importance. 


Conflicting State Laws 

The committee calls attention to the fact 
that the general foreclosure today is either 
by court action or by the exercise of a power 
of sale contained in the mortgage or deed of 
trust, and that there are throughout the 
various states somewhat radical differences 
with respect to the notices of sale, the pres- 
ence or length of the periods of redemption 
and other important phases. 

In many states, the committee points out, 
foreclosures are conducted either by a suit 
in equity or by a civil action of an equitable 
nature. Some states forbid the use of any 
other procedure. 

The report says: “This method of fore- 
closure is slow and expensive. In some 
states it is necessary to draw and file a no- 
tice of lis pendens and a long bill of com- 
plaint; process must be served; if the suit 
involves persons who are non-residents, or 
whose residences are unknown, then service 
of process is usually slow and must be ob- 
served with the utmost care; time must be 


allowed for filing an answer, and, if one is 
filed, there is further delay; a decree of fore- 
closure must be prepared; the sheriff or 
other officer must be furnished with authority 
to sell the property; the sale must be re- 
ported to the court and confirmed. In some 
states a certificate of sale is issued to the 
purchaser and a deed is not delivered until 
after the period of redemption has expired. 
Various redemption periods are allowed ex- 
tending in some states to more than one 
year.” 


Illinois and Minnesota Procedure Compared 
The report draws a contrast between the 
procedure, for example, in Illinois, as con- 
trasted with that in Minnesota, and then 
goes on to indicate, in addition to the wide 
divergence, in various states between the 
requirements as to exercise of the power of 
sale, the fact that in about one-fourth of the 
states there is either no regulation or insuffi- 
cient regulation. Attention is directed to the 
subject of redemption in the various juris- 
dictions, and comments are set forth, point- 
ing out the suggestion that lienors be given 
first opportunity to redeem and finally, after 
the lienor’s time for redemption has passed, 
that the mortgagor be permitted to redeem 
from a prior lienor or redemption upon the 
same terms afforded to lienors. This latter 
plan has sometimes been referred to as the 
Iowa plan and is distinguished from the so- 
called Minnesota plan, which is apparently 
the basis of the proposed Uniform Act. 
Probably the feature of the proposed Uni- 
form Act which has been subjected to the 
most criticism is this very matter of redemp- 
tion. There are many lenders and students of 
this problem who have indicated vigorous op- 
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redemption after 
impediments 


position to the theory of 
foreclosure as placing undue 
in the way of the lender. 


Responses to Questionnaire 

The responses to a questionnaire sent out 
by the committee reveal in numerous in- 
stances dissatisfaction with the existing situ- 
ation with respect to foreclosures. These re- 
Sponses indicate considerable complaint on 
the score of expense and delay, not only in 
conducting the foreclosures, but by reason of 
the periods of redemption. 

It may be granted that there is at the pres- 
ent time some marked division of opinion 
with respect to the desirability of foreclosing 
mortgages by action or proceeding as against 
use of powers of sale, and another wide di- 
vergence of opinion as to the desirability of 
permitting a period of redemption. There are 
many who believe that in the effort to protect 
individual borrowers the Situation has been 
made more difficult for all borrowers through 
impeding the ready obtaining of loans be- 
‘ause of such redemption privileges, 


Conclusions of Research Committee 


Summarizing its research the committee 


concludes that 


In a large sroup of states a mortgagee 
when foreclosing becomes entangled in a 


complicated and costly procedure, which is 
followed by an inactive period of redemption. 
In a smaller number of states a mortgagor in 
default may be closed out completely after 
a few days’ notice published in a newspaper. 
In a few states the mortgagee forecloses 
through a regulated power of sale and the 
mortgagor has a right to redeem. 

To be well balanced, a foreclosure law 
should respond to the needs of both lender 
and borrower. If the procedure is retarded 
to such an extent that it becomes oppressive 
to the lender, it may divert capital into other 
territory; if accelerated without adequate 
protection to the borrower. it may suppress 
the desire for a loan. A long period of re- 
demption may enlarge the borrower's oppor- 
tunity to meet his Obligation, but it may 
diminish his opportunity to finance his prop- 
erty. “The law of diminishing returns oper- 
ates upon mortgages as well as in other lines 
of business.” I't is significant that foreclosure 
laws play a part in the loan plans of a num- 
ber of life insurance companies, and that 
such laws will have an influence upon other 
companies because of recent experience in 
unfavorable states. 


Cooperative Effect Needed 
There may be no gainsaying the fact that 


this question of uniformity in respect to 
mortgage transactions has been assuming in- 
creased importance and that there is wide- 
spread desire for greater uniformity and defi- 
niteness than exists at the present t'me. It 
would seem to be highly important, the 

that the subject be given careful cons 
tion, not only by the members Of SUCH tn 
ies as the American Title Association. Agus 
can Bar Association, Mortgage sankers . 
ciation, but by the legal and title fratern:, 
generally, in order that there may be brou:., 
about a remedying of the present appare. 
unsatisfactory conditions. 

Forty-eight different States, proceeding 
along different lines and representing more 
or less elemental differences with respect f 
the personam, as distinguished from 
methods of foreclosure. relating to the 
ing of title or of mere Security for de) ; 
on the question of the desirability or weugth 
of redemption periods, have brought a’ ta 
Situation which demand r 
How quickly and in what manner that 
edy may come is a matter admitting of san 
doubt, but that there Should be a rem 
seems to admit of no question. The 
developments referred to in this article 4: 
cate that the pot is boiling and th the 
future may bring some form of improvre- 
ment. 

After all this is not a pioneering me:.s7re 
as the path has already been blazed 
Negotiable Instruments Law where pr: 
uniformity has been secured for a ty 
legislation no less valuable than that weowh 
would deal with mortgages. It would 
well worth while for mortgage associat’ 
to study the methods by which this wa: ae- 
complished. 


seems to 
reh.- 
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PLANNED INVESTMENTS FOR 
TRUST FUNDS 

The mechanies and policies which govern 
investment of trust funds are specifically 
and clearly set forth in an interesting pam 
phlet issued by the trust department of the 
First National Bank of Chattanooga, Tenn 
It sets forth the particular procedure ob- 
served by this bank, which includes recom- 
mendations by an investment committee of 
the bank’s highest executives ; supervision by 
a special trust committee and final decisions 
made only by the executive committee. <A 
single negative vote may reject any proposed 
investment. The pamphlet forth also 
Six major points of protection in handling 
estate assets and general policies which take 
full account of changing values and charae- 
ter of trust investments. 


Sets 
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SOME SAFE DEPOSIT BOX PROBLEMS AND THEIR 
SOLUTION 


PROGRESS IN STANDARDIZING CONTROL, PROTECTION AND PROCEDURE 


Cc. E. DRAKE 
Trust Officer and Assistant Secretary of The Minnesota Loan and Trust Company of Minneapolis 








(Epiror’s Note: Considering the immense volume of wealth which reposes in the safe 
‘enosit departments of banks and trust companies and of safe deposit companies, it is sur- 
sing how rarely losses occur in their operation. This is due to the progress made in vault 
ment and in the human as well as mechanical controls. Mr. Drake dwells particularly 

~» some of the problems of legal nature and liability hazards with instructive suggestions 


as to approved procedure.) 


iTE safe deposit business, in addition 

to being a door-step baby of doubtful 

and possibly questionable origin, is also 

he nature of a hybrid in that it cannot 
cifically and definitely classified under 

ie Inw. Some courts have attempted to 
classi. the legal relationship as one of bailor 
nd hailee, although it must be admitted that 
if we are a bailee, we are without possession 


ef +). thing bailed, which is ‘the prime essen- 
a bailment. Other courts have in- 

1 that the relationship is that of land- 

le nd tenant but, if so, it possesses few 
of «se essential features of that relationship. 
vuuld seem to me that the courts have 

s d this problem about as satisfactorily 


us \ vr. Dooley worked out the Shakesperian- 
Bacon controversy, when he said that it was 
not Shakespeare who wrote Shakespeare, but 
another man by the same name. 


Relationship One of Simple Contract 


As I understand it, the relation which ex- 
i<ts between a safe deposit company and its 
ustomer is simply one of contract. The op- 
ration of the safe deposit business has so 
‘ar escaped that burdensome supervision 
which has been applied to so many other 
forms of service rendered by corporations to 
the public. With a few limitations and re- 
strictions imposed by the laws regarding 
negligence and the responsibility of persons 
who hold themselves out as rendering a sery- 
ice to the general public, we are still for the 
most part free to contract or to refuse to 
contract as we see fit. 

Therefore, the operator of a safe deposit 
vault has to consider as impartially as pos- 
sible both its own safety and the safety of 


the property of its clients. While the safety 
of one is very closely related to that of the 
other, the two are not entirely co-extensive 
and no officer charged in any way with the 
protection and well-being of the company, 
concerned as he might be for his customers, 
can be unmindful of the tremendous risks to 
his company which are involved in the safe 
deposit business. 

The yaults, which we open every morning 
and close every night as a matter of banking 
routine, have within them the evidences of 
all of the wealth of our patrons and, while 
these are not as great as they were two or 
three years back, they still amount to a 
considerable volume. In addition to this, they 
are of every kind and nature; such as, bearer 
bonds, stocks, title papers, jewelry, currency, 
family secrets, etc., concerning which we have 
no specific knowledge, but toward which, 
however, we have the same responsibility as 
to their safety which we would have if we 
possessed this knowledge. 


Risks Which Rarely Materialize 

It is needless to remind a banker in these 
days that the cunning, energy and daring of 
those who attempt to live by criminal acts, 
such as robbery, burglary, ete. has become 
greater than at any other period of time in 
our history, not excepting the famous days 
of the bad man on the Western Frontier. 
Against these, the safe deposit company must 
guard. It must also guard against conni- 
vance and fraud on the part of a customer 
who may rent a box and then claim the loss 
of valuable property. It must also guard 
against unauthorized legal processes and 
against mistakes which are common to human 
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It would sometimes seem that we 
searcely have the capacity to comprehend 
the risks which inevitably attend the con- 
centration of wealth in such an amount as 
exists in our safe deposit vaults, and the only 
consoling feature in this matter is that, to 
date, most of our troubles have never hap- 
pened. In other words, there have been few 
losses suffered by banks in the operation of 
their safe deposit departments. 

In the operation of a vault, I would em- 
phasize two important factors: First, a very 
fair, reasonable, and comprehensive contract 
which is to govern the relationship between 
yourself and your customer and, second, that 
the physical operation of the vault be ac- 
companied by all the reasonable safeguards 
which can be installed without so increasing 
your overhead as to render the operation of 
the business unprofitable. 

I may call attention to the fact that the 
larger vaults in the cities, and particularly 
those operating in Minneapolis, have collab- 
orated in the preparation and adoption of a 
uniform contract which, in the judgment of 
ourselves and our counsel, contains the pro- 
visions necessary and advisable in such an 
instrument. It may not be a model of per- 
fection in every respect but, in the main, we 
believe that it meets the requirements as 
well as could reasonably be expected. 

Bankers in the last few years have grown 
less jealous of any trade secrets or methods 
of procedure which they may have developed 
and found helpful in their organization but, 
on the other hand, are, so far as our experi- 
ence goes, ready and willing to give any other 
banker the benefit of their thought and ex- 
perience. This brings me to the matter of 
the Minnesota Safe Deposit Association, 
which was organized several years ago by 
the employees of a number of the safe deposit 


nature. 


companies in this state. . . . This associa- 
tion has been instrumental in the adoption 
of uniform practices which have increased 
the efficiency and earning power of the vault 
while, at the same time, greater safety has 
been given to the customer and to the vault 
company. 

I will mention only a few of these: First, 
making sure that every customer has a defin- 
ite and specific contractual relationship with 
the vault company which is defined and set 
forth in a written or printed contract signed 
by both parties. Second, that the customer’s 
key which is necessary, together with the 
guard key, to open the customer’s box is never 
left in the custody of any bank employee or 
official who might thereby gain unauthorized 
admission to the box. Of course, there are 
times when this rule must be violated but, 
ol such occasions, a very careful written 
record should be kept so that the responsi- 
bility for the holding of the customer’s key 
is centered with some one individual and 
that no access to the box is allowed him, ex- 
cept in the presence of some other person 
or persons, 

Record of Admissions and Liability Insurance 

Third, another important feature in con- 
nection with the operation of a vault is the 
keeping of a record of admissions granted 
to the various boxes. This need not be elab- 
orate and probably the most simple and con- 
venient method is to have a small slip of 
paper on which may be entered the number 
of the box, the date, and the signature of the 
box renter. The slip can then be initialed 
by the person checking the records, and in 
the event of a separate vault attendant, by 
the person granting the customer access to 
his box. This system involves little overhead 
in the way of materials and records and a 
little time of your employees and yet fur- 
nishes you with an absolute record of who 
visited the box, on what date it was visited, 
and who granted this authority and who 
waited on the customer, all of which facts 
may be of the utmost importance in the case 
of any controversy or claim of liability 
igainst the company. It also furnishes you 
with an easy check on the number of cus- 
tomers cared for daily so that you can more 
accurately figure the overhead involved. 

Fourth, the matter of liability insurance 
on your vault is one about which it is ex- 
tremely difficult to lay down any definite or 
specific rule, but I would say that this is 
a consideration which should be the subject 
of investigation and careful thought. In- 
surance of this nature on the larger vaults 
is comparatively inexpensive. 
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TRUST COMPANY 
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oe in personal 

trusts and managing investments for 

individuals . . . Outside investment 
research . . . No securities merchan- 
dised . . .Continuity of independence 
and policy .. . Personal attention by 
senior officers to business of clients 
. . . Checking accounts and time de- 


posits not involving lines of credit. 


Thirtieth Floor 
ONE WALL STREET 





TRUSTS AND TRUSTEESHIPS 


The committee on financial and fiduciary 
matters of the Federal Council of the 
Churches of Christ in America has issued in 
book form the papers presented at the last 
mid-west conference of this committee held 
in Chicago last April and dealing with vari- 
ous phases of the value, extent and flexibility 
of fiduciary purposes and powers under trusts 
and trusteeships particularly as related to 
endowments. The book is edited by Alfred 
Williams Anthony, chairman of the commit- 
tee whose introductory explains the origin 
and methods of the conference. 

Among the papers appearing in this pub- 
lication are: “Trusteeships: Modern Modi- 
fications; Flexibility” by Rush C. Butler of 
Chicago; “The Extent and Variety of Trusts 
in the United States,” by Henry E. Sargent, 
secretary of the Trust Division, A. B. A.; 
“Strength and Weakness in Corporate Fidu- 
ciaries and Trust Companies,” by George 
Gleason Bogert of the University of Chicago 
Law School: “Experience with Community 
Trusts and the Uniform Trust for Public 
Uses,” by Secretary Frank D, Loomis of the 
Chicago Community Trust. 


COMPANIES 


GIVING OF PROXIES BY TRUSTEES 

H. D. Bennett, secretary of the Central 
Trust Company of Lansing, Mich., recently 
discussed the subject of what practice should 
be following in the giving of proxies by the 
trustee. He said: 

“It has been our understanding that it is 
not possible for a trustee to delegate his pow- 
er as trustee in the voting of stock unless spe- 
cifically authorized in the governing agree- 
ment. If a fairly large amount of stock of 
one corporation is held in a trust, we are 
-areful to attend meetings if the corporation 
is a local one, and must decide in each in- 
dividual case what procedure to take if a 
corporation is an outside one. 

“The opinion of another Michigan banker 
is as follows: 

“‘We do not hesitate in issuing proxies 
to all regular stockholders’ meetings, particu- 
larly where the power to vote stock is ex- 
plicitly given in the trust instruments. Where 
the meeting involves mergers, consolidations 
or changing the capital structure to a pos- 
sible detriment of either the life-tenant or 
remainderman, then I believe it unwise to 
issue proxies. It is one of those situations 
wherein one should use “horse sense,’”’ keep- 
ing out of those situations where it is possible 
that liability might attach and acting in per- 
son in all such cases.’ ” 


COURSE ON TRUST OPERATING 
METHODS 


Eugene C. Wyatt, assistant trust officer of 


the Case National Bank will conduct the 
course on operating methods of the personal 
trust department at the New York Chapter 
of the American Institute of Banking, in its 
fall educational program commencing Sep- 
tember 26th. He has had ten year’s experi- 
ence in banking and trust work and he has 
contributed several articles to the Trus1 
COMPANIES Magazine on security methods. 
This course includes a complete survey of 
the operating methods and problems of the 
Personal Trust Division. 


PREMIER POSITION OF UNITED STATES 
NATIONAL BANK OF PORTLAND, ORE. 

The outstanding position in the Pacific 
Northwest of the United States National 
Bank of Portland, Ore., is shown in the 
June 30th, financial statement. Deposits ag- 
gregated on ‘that date $61,951,100. Sinse the 
first of the year cash and exchange registered 
an increase of $2,742,319 to total of $16,762,- 
391. Loans and discounts total $14,160,816. 
Capital is $4,000,000 with surplus, undivided 
profits and reserves of $3,156,842. 





ADVERTISING ACQUIRES GREATER FORCE IN TIMES 
OF ADVERSITY 


FRANCIS H. SISSON 


Vice-president, Guaranty Trust Company of New York and Vice-president of the American Bankers 
Association 


T is a curious feature of our modern busi- 

ness world that advertising, which has 

come to be accepted as an indispensable 
instrument of competition, should be 
freely used in times of adversity than in 
times of prosperity. A rational view of the 
problem suggests that the opposite should be 
the case. When business men most urgently 
need to increase their sales, their efforts in 
that direction should be the most strenuous. 
Instead of applying this principle, most busi- 
ness men appear to regard advertising as a 
sort of business luxury that is to be indulged 
in only in prosperous times. 

This tendency cannot be justified by the 
assertion that when the market has disap- 
peared, it is useless to advertise to it. In the 
first place, the market does not disappear. 
The actual shrinkage in the total volume of 
business, even in the most severe depressions, 
is not so great as is generally supposed. The 
vast majority of wage-earners, who constitute 
the great body of the consuming public, re- 
main employed; and their wages and sala- 
ries, while reduced to some extent, do not 
fall much more rapidly than the cost of liv- 
ing. In many cases, wage and salary reduc- 
tions are considerably smaller, in terms of 
percentages, than the declines in the prices 
of the commodities that the wage-earners 
buy. Total purchasing power, therefore, in 
terms of physical quantities of goods, is re- 
duced comparatively little by wage cuts. Un- 
employment. of course, is another matter. 
Sut the unemployed never represent more 
than a comparatively small proportion of 
the population. 

In the second place, the very fact that 
consumption shrinks to the extent that it 
does may be partly due to the fatalistic atti- 
tude that leads business men to throw up 
their hands in despair when adverse condi- 
tions make inroads on their sales volumes. 
In good times, the public has its buying in- 
terest held at a high pitch by the competi- 
tive appeals of business men for its patron- 
age. What is the natural result when, in 
addition to the atmosphere of doubt and fear 
that always prevails in a depression, those 


less 


advertising appeals suddenly stop? A reac- 
tion takes place; buying interest lags; and 
a sort of fashion of parsimony comes into 
being, even among people who have no sound 
economie reason for drastically curtailing 
their expenditures. 


Psychological Influences 


The most plausible reason that comes to 
mind for the sharp cutting of advertising at 
such times is that business men see their 
sales falling off in spite of their best efforts; 
thereupon they conclude that their advertis- 
ing is not paying, and lose their faith in it. 
This is certainly putting the cart before the 
horse. The truth is that sales must inevitably 
decline to some extent in times of depres- 
sion. But it does not follow that advertising 
is less effective at such times than it is when 
business is booming. On the contrary, it 
may easily be more effective; for a time of 
depression is a time of sharp competition for 
mere business survival, and every useful in- 
strumentality in that competition takes on 
added importance. 

When depression reaches its advanced 
stages, the opportunity for effective psycho- 
logical influences becomes especially great. 
At such times, the necessary economic read- 
justments have, for the most part, taken 
place; the chief restraining influence is a 
universal attitude of fear and uncertainty, 
based, in part at least, on vague and formless 
apprehension. It is not so much a lack of 
the power to purchase, as it is a lack of the 
will to purchase, that prevents recovery. In 
course of time, the fear, like all great waves 
of feeling, must pass away; but the revérsal 
of the trend can be quickened by the timely 
sounding of the right note in the appeal of 
business men to their public. We have seen, 
in recent years, how advertising has made 
possible the astoundingly rapid growth of 
new industries by changing the living habits 
and the buying habits of millions of people. 
Why should it not be equally useful in ac- 
celerating the transition from depression to 
revival? These are poor days for the faint 
hearted. 





EXTENDING HELP TO HARASSED COUNTRY BANKS 


CONSTRUCTIVE CONCEPT AS TO RELATIONS BETWEEN LARGE CITY 
AND SMALL BANKS 


EDWARD A. SEITER 
Vice-president, Fifth Third Union Trust Company, Cincinnati, Ohio 


(Epiror’s Note: The valuable and at times heroic performances of larger city banks 
throughout the country in rendering timely aid to distressed smaller banks and in extinguish- 
ing financial fires that threatened to sweep over large areas, represent a chapter in the banking 
history of the past two or three years the significance of which cannot be overstated. Mr. Seiter’s 
views on the subject, submitted before the Association of Reserve City Bankers, have the 
weight of actual experience. His catalogue of remedies goes to the heart of correspondent 
banking relations.) 


T is not surprising that this subject is 
-alled up for consideration at the present 
time, for the experience of every large 
institution specializing in relations with 
other banks, and actively used by small 
banks as a central clearing and borrowing 
agency, was certainly of strenuous and hec- 
tic character in the frenzied period of bank 
difficulties featuring recent years. 

We are asked in connection with this par- 
ticular subject, to amplify or have reference 
to two sub-headings, viz. : 

(a) Should city banks adopt uniform and 

cooperative measures? 

(b) Cooperation with Federal Reserve 

banks. 
Freedom of Action Necessary 

Applying consideration of the first, or sub- 
heading (a), I stand in bewilderment at any 
thought that the city banks could be brought 
to the adoption of any ‘uniform’? measures 
of cooperation. Such proposal, it seems to 
me, is as hopeless as has proven consideration 
of many more important and more pressing 
things in which, through associations and 
other coordinated activity, it has, from time 
immemorial, been the despair of conserva- 
tively minded bankers that uniform policies 
and conduct could not be obtained. Among 
these things, are such important matters as 
transit deductions, handling cost of checks, 
interest payments upon bank and public bal- 
ances—and others which could be mentioned. 

Viewed in light of the fact that a small 
bank in distress is, in seeking credit, pretty 
much on the same footing as a manufactur- 
ing concern or other corporation dealing with 
the public, I would deem it desirable that 


the city bank, in dealing with the situation, 
should not be restricted—but left to an elas- 
tic course in which special remedial meas- 
ures might be applied—to meet special emer- 
gency conditions. 

Of course I do not mean to imply that, as 
bankers, our interest is the same in the fail- 
ure or rescue of an industrial corporation 
and that of a bank of relative size. ‘The mere 
fact that in its psychological bearing the fail- 
ure of a small bank indirectly affects the gen- 
eral banking structure more seriously than 
would disaster to a much larger industrial 
organization only supports the contention 
that in employing methods to save a bank 
the utmost freedom should be given the cor- 
respondent to whom it looks for assistance. 


Cooperation With Federal Reserve 

Sub-heading (b) relates to cooperation 
with the Federal Reserve bank in extending 
help in such cases. I take it that we are all 
of one mind and impulse in this, which is to 
say that, in so far as safety may present, the 
Federal should be and is cordially met and 
cooperated with in exigencies of this charac- 
ter. In the experience of the Fifth Third it 
has always been found that the Federal Re- 
serve bank is always ready and does its full 
part—consistent with regulations—to coop- 
erate in this work of assistance or rescue; 
and obviously it is to the interest of the 
whole structure that the city correspondent 
reciprocates in full measure. 

Of course this cooperation is, under legal 
and safety regulations, limited to a very few 
things in which mutual cooperation may be 
employed. On the part of the city bank it 
can and in emergency cases frequently will 
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accept an exchange of less desirable collat- 
eral in place of eligible paper, in order that 
the bank concerned may use the latter at the 
Federal. 

Further consideration is frequently given 
by the city bank in advancing against floating 
or unrealized balances in paying, rather than 
refusing to pay checks drawn to the order 
of the Federal by banks which, at the time, 
may be running on thin reserves and in con- 
sequence more than ordinarily sensitive to 
credit reverses.—Advancements in such cases 
cannot be unadvisedly made, hence the Fed- 
eral does not take an immediate imperative 
course but cooperates with the payer or city 
bank to the last limit of time necessary for 
the latter to assure itself that the advance- 
ment may be safely made. 


Putting Out Financial Fires 

But apart from the two sub-headings of my 
subject as briefly referred to, let us get back 
to the real milk of the coconut, which, as 
my subject recites, is “Extending Help to 
Harassed Country Banks.” I can speak feel- 
ingly upon this subject, for dating back to 
boyhood entrance into the banking business, 
and continuously identified with one institu- 
tion whose activity has had to do, in large 
volume, with correspondent relations with 
hundreds of small banks in our own and 
surrounding states, I can say without hesi- 
tation—that in the period following the big 
market crash of 1929, and continuing up to 
and well within February last, there was 
never the same period in which our bank, 
acting as correspondent for so many small— 
and for that matter reasonably large institu- 
tions—was put to as much perplexity or had 
to undergo as much nerve-grind as during 
that time. 

As a boy, I once was thrilled at the per- 
formance of an itinerant musician who exe- 
cuted the marvelous feat of playing seven 
musical instruments simultaneously.—In the 








work, his feet, hands, elbows, mouth and head 
were engaged—and the music was not so bad, 
after all! Well, in figurative sense, that’s 
just the part we played in putting out finan- 
cial fires that threatened or would start, in a 
coterie of agricultural district involved in 
several surrounding states that were directly 
affected by the big Caldwell Company col- 
lapse. In many instances our money trucks” 
were sent out in cross country flights, an 
officer in charge to first obtain the necessary 
security and then to deliver large consign- 
ments of currency—and meantime other 
anxious bankers were in our office, awaiting 
their turns. 

Frequently there were Sunday and night 
engagements—and we followed one course. 
If the bank applying for aid had collateral 
to back its requirements we made no distinc- 
tion between correspondent and non-corre- 
spondent—but furnished the needed help, 
and with result that in a short space of 
time we increased our loans about six mil- 
lion dollars—the last dollar of which has 
been repaid. 

I think the course of our bank, as nar- 
rated, well defines my position—and the 
proper position that should be taken relative 
to the subject assigned; and why? Because, 
however small, however remotely located, the 
word “Bank” on the sign of a financial insti- 
tution bands it as a member of your profes- 
sional family and my own, and aside from 
the Biblical injunction—‘He that provideth 
not for his own household is worse than an 
infidel”’—we should never be unmindful of 
the fact that while we owe to the early train- 
ing of the country banks many, if not the 
majority of our brightest, most brilliant 
lights in the profession, the small banks, and 
particularly those of the country agricultural 
districts, are entitled to our particular con- 
sideration and support in view of many 
handicaps under which they operate. 
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Handicaps Encountered by Small Banks 

One of these handicaps is particularly 
worthy of mention—I will refer to it briefly. 
The majority of such banks draw their major 
support from the farmers. Farmers are their 
depositors—and naturally their borrowers. 
Laws require that the banker in lending his 
money must lend it securely. Thus we have 
the farm mortgage. 

In former years nothing was safer or more 
desirable from practically every standpoint 

and then, in recent years came counsel 
and insistent urge that the country bank 
should present a more fluid state, in the ac- 
quirement of marketable securities—and, as 
well as he could, he responded by buying 
bonds.—He was not the only one who, para- 
phrasing a Shakespearean quotation—“loved 
not wisely, but too well!” 

Finding that in ample provision of a mar- 
ket home for practically all other classes of 
securities, our great governing and legislat- 
ing bodies left out in the cold—regardless of 
intrinsic value—the small farm mortgage, the 
chattel mortgage and things of like charac. 
ter in which, in regular course, some banks 
have to deal, and in only too many cases the 
small banks pinched the already harassed 
farmer—and bought more bonds! Can you 
not see, therefore, how worthy the call for 
means and measures in behalf of the country 
bank, in time of need? 


Remedial Measures Urged 


What, then, must be devised and looked to? 
May I briefly and in conclusion offer a few 
thoughts that occur to me as being remedial 
measures which should be stressed, and 
toward which city banks should exercise in- 
fluence with their country correspondents, as 
a guard against recurrence of a_ situation 
which caused the latter so much trouble? I 
offer them in the accepted theory that effec- 
tive purification of a stream should be un- 
dertaken at its source. 


A. H. S. POST, President 


Ist—Urge the merging in or retirement 
otherwise of inherently weak units that 
do not have an amply supporting field. 

2d—Counsel strongly against the preva- 
lent competitive bidding for or acquire- 
ment by any means of deposit of public 
funds at interest rate above 2 per cent. 
The public funds deposit has proven to 
be an embarrassing coal that has 
scorched many small banks. 

3d—Convert the country banker to the 
policy of requiring financial statements, 
regularly, from all customers borrowing 
$300 and up. Show the desirability of 
classifying eligible and ineligible loans. 

4th—Urge the adoption of some simple sys- 
tem of analysis and its application to 
the economie status of accounts and gen- 
eral operation of the bank. 

5th—Endeavor to have inaugurated a 
tematic charge off against investment in 
buildings and fixtures; applying the 
same procedure to any assets of doubtful 
or depreciated value. 


SYs- 


2°, 2°, 
wo 1 


“First Aid in Will Making” is the title of 
a booklet issued by the Harriman National 
Bank & Trust Company of New York City. 

According to a census report from Wash- 
ington there were 4,283,753 illiterates in the 
United States or 4.3 per cent of the 98,725,755 
persons over ‘ten years old as based on 
turns of April 1, 1930. 

Total capital routed to New York and 
Wall street by air mail and air express dur- 
ing 1931 is estimated at $7,000,000,000. 

E. H. Morrison, treasurer of the Wilton 
Trust Company of Wilton has been elected 
president of the Maine Bankers Association. 
Milton S. Kimball, treasurer of the Augusta 
Trust Company, has been elected president 
of the Trust Company Division of the Asso- 
ciation. 


re- 
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FIRST CITIZENS BANK & TRUST COMPANY 
oF UTICA, N.Y. 


Formerly The First Bank & Trust Company, The Citizens Trust Company, 
and, The Utica Trust & Deposit Company—NOW ONE BANK 


ASSETS: $65,254,014.15 plus TRUST FUNDS: $38,304,904.52 
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GIANT SPECIMEN OF STONE MONEY FROM ISLE OF YAP 


An interesting recent addition to the exhibition of moneys of the world, maintained 
by the Chase National Bank of New York, is a 120-pound stone “coin” from the Isle of 
Yap, one of the Caroline Islands which is under Japanese mandate. The stone coin which 
is known to natives of the Isle of Yap as “fei” comes in various sizes. The larger coin, 
such as now exhibited at the Chase National Bank is shaped like a grindstone. In the 
center of the dise is a round hole through which a pole is inserted when it is necessary. 
to transfer the coin from one owner to another. 

According to Mr. Zerbe, curator of the Chase collection, the mere possession of one 
of these larger stone discs in the Isle of Yap is sufficient acknowledgment of wealth, 
the larger-sized stone coins usually stay put. Just the bare acknowledgment of a trans- 
fer of ownership from one native to another is all that is required. There are no signa- 
tures or endorsements necessary. The coin itself remains leaning against the first owner’s 
house or palm tree. The stone coin acquired by the Chase National, which comes as a 
gift from Hizikazu Hakahashi, chairman of the Public Welfare Association in the Isle 
of Yap, is about 200 years old and has power to purchase an eighteen-foot canoe, one- 
fourth of an acre of land or about 10,000 coconuts. A large stone of about four feet in 
diameter, is enough to purchase a wife. 
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Because bad times, such as the present, 
give added weight to the merits and value 
of securing the most efficient type of fidu- 
ciary protection and management, the sub- 
ject of developing new trust business will 
receive exceptional attention at the forth- 
coming seventeenth annual convention of the 
Financial Advertisers Association convention 
to be held in Chicago, ‘September 12th to 15th 
inclusive with headquarters at Congress 
Hotel. While the task of stimulating re- 
newed confidence toward banks and building 
up various types of banking accounts, which 
comes primarily within the scope of the new 
business men and advertising managers of 
banks and trust companies, will loom up as 
a most important responsibility as well as 
opportunity in convention discussions, the 
fact remains that trust business is today the 
most fertile of all banking divisions for ac- 
tive solicitation and progressive advertising. 

The program of the Trust Development Di- 
vision will be carried on through three ses- 
sions, one of which will be devoted to in- 
ternal problems and two to external prob- 
lems. The speaker to introduce the particu- 
lar problem or subject will be limited to ten 
minutes and other ‘listed speakers to five 
minutes, with discussion devoted entirely to 
actual experiences and methods employed. 
The first topic at the first session given over 
to internal problems will be ““The Heart and 
Soul of the New Business Man’s Internal 
Problem” which comprehqnds the support 
and cooperation of executives and other ad- 
ministrative officials of the trust department. 
Training the trust representatives will be the 
succeeding topic. Other phases to be taken 
up by speakers at this session are the con- 
trol and direction of the activities of trust 
representatives; enlisting the energies of the 
officers of other departments and directors 
in securing new trust business and the use 
of direct mail. Evaluation of trust new busi- 
ness will be the concluding topic at this 
session and it will center around the report 
submitted by the new business men of Chi- 
eago trust companies as to the feasibility of 
setting up a uniform record by leading trust 
companies throughout the country for the 
purpose of accurately measuring the present 
value of future trust business as based upon 
actual experience. 

The second and third sessions of the Trust 
Development Division will be devoted to ex- 
ternal problems. At the first session the 
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TRUST DEVELOPMENT PROBLEMS TO BE DISCUSSED AT FINANCIAL 
ADVERTISERS ASSOCIATION CONVENTION 





speakers will give attention to experiences 
as to the best approach to prospects, advan- 
tages of the uniform trust from the stand- 
point of more easily selling trust service; 
best methods in securing the business of 
wealthy women, the statistics showing that 
women are beneficiaries of SO per cent of the 
$100,000,000,000 life insurance now in force 
and that more women than men are paying 
income taxes on income over $500,000 and 
$1,000,000 a year. 

The third session will bring out experience 
and pointers as to developing living trust 
business, insurance trusts; what method has 
proved best in expediting the drafting of in- 
struments by lawyers for prospective trust 
customers, with discussion limited to method 
and not policy; defensive selling in holding 
potential trust business. The closing feature 
will be a round table discussion. The chair- 
man of the trust development sessions will be 
Don Laing. 


A finely rounded program has also been 
prepared for the investment, savings and 
commercial department conferences, the 
credit for which goes largely to I. I. Sperling 
of the Cleveland Trust Company and the 
members of the program committee. Indica- 
tions point to a larger advertising exhibit 
than ever before, which will project some 
new features and contrasts. Recreational 
opportunity will be afforded in abundance 
outside of business sessions. ©. H. McMahon 
of the First National Bank of Detroit, will 
preside at the general convention sessions, as 
president of the association. 

Following are the chairmen of the various 
local groups: Finance, Guy W. Cooke, First 
National Bank; attendance, J. M. Easton, the 
Northern Trust Company; publicity, George 
Hammond, Albert Frank & Company; recep- 
tion, Carl A. Gode, Continental Illinois Bank 
& Trust Company; registration, Fred W. 
Mathison, Security Bank; ladies’ entertain- 
ment, Ruth H. Gates, State Bank & Trust 
Company, Evanston; golf, H. Fred Wilson, 
Continental Illinois Bank & Trust Company: 
sightseeing and special tours, P. P. Pullen, 
Chicago Title & Trust Company; banquet, 
Chester L. Price, Central Republic Bank & 
Trust Company; noon luncheons, J. K. Wai- 
bel, Continental Illinois Bank & Trust Com- 
pany; exhibit, W. G. Donne, Chicago City 
Bank & Trust Company; program, A. E. 
sryson, Halsey, Stuart & Company. 
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AVOIDING DIFFICULTIES IN AUDIT CONTROL OF 
PERSONAL TRUSTS 


PROTECTING INTERESTS OF LIFE TENANT AND REMAINDERMAN 


CLARENCE SCHLUETER 
Mississippi Valley Trust Company, St. Louis, Mo. 


(Epiror’s Norte: The author deals with some of the problems frequently encountered 
in audit control of cash and securities belonging to personal trust accounts, notably in 
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connection with payment of unusual dividends, charges covering enjoyment of life estate, 
inventories and conditions of the trust instrument governing investments. He emphasizes 
the importance of keeping accounts in current order.) 


ROM the auditor’s standpoint, the per- 

sonal trust presents many different 

problems from those encountered in 
the financial department, because, in the first 
place, the set-up of the personal trust instead 
of being made up entirely of cash is made up 
of cash, securities and real estate, and this 
set-up is in turn broken into principal and 
income. The classifications entering into prin- 
cipal and income are of very great interest 
to the auditor for he, as well as the trust 
officers themselves, must ever look beyond 
the life tenant to the remainderman. The 
interests of the life tenant must be looked 
after during his enjoyment of the tenancy 
while the preservation of the corpus must 
ever be kept in mind. 


Interests of Life Tenant and Remainderman 

One difficult problem with which the audi- 
tor should satisfy himself is the payment of 
unusual dividends. Of course, in the case of 
current dividends from earnings, there is 
hardly a problem for it is manifest that the 
life tenant is entitled to these in line with 
the enjoyment of his tenancy. But care must 
be taken that any such as liquidating divi- 
dends representing a return of invested capi- 
tal and dividends on diminishing assets, such 
as on mining, oil or timber properties, must 
be credited to the principal account and pre- 
served for the remainderman for these prop- 
erties, while of considerable value to the 
corpus of the estate, may lose most of their 
value when the chief assets have been re- 
moved. 

It is also important that no charges cover- 
ing the enjoyment of the life estate be deb- 
ited to the principal account. These charges 
may include numerous items such as taxes, 





repairs, and other expenses on property held 
in the principal account for the remainder- 
man, the income of which is given as a life 
estate. Of course, any erroneous charges to 
the account of the life tenant may be ad- 
justed, for, as a rule, the life beneficiary 
watches his payments closely and would 
readily question the charges, whereas an 
error made against the principal account is 
not so readily retrieved, once the life bene- 
ficiary has been paid. 


Stock Dividends and Auditor’s Control 

Stock dividends present another problem 
in the classification of income and principal. 
In practice, one of two rules generally ob- 
tains; the Massachusetts, which considers all 
cash dividends income and all stock divi- 
dends principal; and the Pennsylvania rule 
which determines the classification of the 
dividend, either stock or cash, by whether 
paid from earnings or capital, and if paid 
from accumulated surplus earned partly be- 
fore and partly after the creation of the trust 
the dividend must be treated accordingly. 
These rules have been modified in their use 
in various states. 


The auditor’s control must begin with the 
inventory of cash and securities at the be- 
ginning of the trust and extend to all cash 
and security transactions, both income and 
principal, during the life of the trust. The 
auditor should maintain continuous control 
of securities in the vault, all transactions 
going through his hands and the deposits and 
withdrawals made in the presence of one of 
his representatives or himself. He should 
maintain control of income items from the 
vault through the collection department, in 
connection with his control of cash. 
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The enlarged facilities, as provided in the new home 
of The Fifth Third Union Trust Co., are 
available in all fiduciary matters. 

WM. A. STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION [RUST co. 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 











Varied Trust Provisions and Restrictions 

The nature of the personal trust is such 
that each presents an individual case. There 
can be no standard, custom or method in 
keeping supervision over the entries in the 
various trusts, for the instruments creating 
the trusts are so different and varied in their 
provisions and restrictions that each must be 
according to its own terms. It is 
necessary to see that the provisions of the 
instruments are being carried out at all 
times, for, if violated the bank or trust com- 
pany may have no recourse at the time of 
distribution. 

The instrument usually dictates the class 
of securities in which the funds may be in- 
vested and reinvested, and what securities 
included in the original inventory may be 
held. While it is the duty of the investment 
division to see that this provision is being 
earried out, it is not out of the auditor’s 
province in his contribution to the safeguard- 
ing of the corpus of the trust to see that a 
matter of such consequence is in order. 
Where the instrument contains no power of 
investment, the securities must at all times 
be such as are legal investments for trust 
estates under state law. Trusts should never 
contain too great a proportion of any one 
kind of security, and where investment pow- 
ers are broad, the investments should be 
well diversified. Should there at any time 
be found too much of one kind of security 
or too many of one class, the investment di- 
vision should be advised immediately, so that 
they may make the exchanges to bring the 
trust into proper balance. 


handled 


Keeping Accounts in Order Currently 


The life tenant, according to the terms of 
the instrument, is entitled to all or a great 
part of the income of the trust. There must 
be some control over these payments, for the 
demanding beneficiary may have been paid 


all collected income and accrued in- 
come as well and there may be some danger 
of overstepping the anticipation restriction 
contained in the instrument. Extraordinary 
payments to the life beneficiary can only be 
reconciled by reference to the instrument 
itself. The auditor should satisfy himself as 
to the extreme necessity provision included 
in the instrument. 

Charges for taxes should be checked as to 
proper classification and in case of real es- 
tate taxes, the auditor should satisfy himself 
that proper reserves have been set up, ete. 
Real estate taxes may become quite a com- 
plicated matter where the life tenant is one 
of many beneficiaries under a will. The por- 
tion to be borne may run into double frac- 
tions and other trusts or outside individuals 
may be part owners. 

Unlike the accounts in the financial de- 
partment, we are without the benefit of 
monthly or other satisfactory outside audit. 
Statements are rendered the beneficiaries of 
personal trusts seldom more frequently than 
quarterly and generally no less often than 
annually. Therefore, too much effort cannot 
be expended in keeping the accounts in order 
currently so that the correction of errors of 
a previous period may not, to say the least, 
prove embarrassing. 

fe fe 

The New York State Banking Department 
has approved the merger of the Citizens 
Trust Company and the Farmers National 
Bank of Adams, N. Y., under the title of the 
Citizens & Farmers Trust Company. 

Frederick E. Goldmann, newly elected vice- 
president, has been placed in charge of the 
256 W. Fifty-seventh street office of the Har- 
riman National Bank & Trust Company of 
New York. 

The Savings, Investment & Trust Company 
of East Orange, N. J. has purchased control 
of the East Orange Trust Company, 


some 
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WATCHING THE TRUST DEPARTMENT PROFITS 


ADEQUATE COMPENSATION FOR TRUST AND SAFEKEEPING SERVICES 


W. A. NIEWEG 
Auditor of the Fidelity-Philadelphia Trust Company, Philadelphia, Pa. 


UE to the tremendous growth of trust 

funds in this country, it is very im- 

portant that the operating costs 
should be closely watched and some form of 
measurement used to determine the cost of 
handling the various estates during their 
lifetime. There has been a great deal of 
thought given to the method which might 
be employed to determine what is actually 
costs to handle an estate and how the bank 
can arrive at its fee. A meeting was held 
in Chicago about three years ago to try to 
arrive at some uniform system of cost that 
could be applied; and some of the cities 
adopted the unit cost system very advan- 
tageously. 

For instance, if a client approaches an 
institution with the idea of leaving his estate 
under its management, it is well to know the 
cost of handling the various classes of se- 
curities; and each class, such as coupon 
bonds, registered bonds and stocks, mort- 
gages, real estate, and miscellaneous items 
have their respective cost, due to the amount 
of work involved each year in handling each 
particular class. 


We find that mortgages are more costly 


to handle than coupon bonds; and real es- 
tate is five times the cost of handling the 
coupon bonds, so that to determine on what 
basis the fee should be charged, it is essential 
that we know first in a general way, what 
class of securities the client possesses and 
also what is the cost of handling the par- 
ticular classes. 

Today, when there are so many various 
branches of the trust department which need 
the services of experts, the cost of running 
this particular department cuts into the 
profits considerably. Aside from this, it is 
very essential to determine whether your 
trust department is operating profitably o? 
not, and to analyze your overhead. There 
has been considerable time and thought given 
to this particular subject at the various trust 
conventions because it was realized that 
trust department operations are very costly 


and so much service rendered without any 
means of further charge, that it is most im- 
portant that we ascertain where we stand 
on the overhead against the profits, and the 
man most qualified to find this out, is the 
Auditor or Controller. 


Adequate Compensation for Safekeeping of 
Securities 

The safekeeping department of a bank 
should also be self-supporting. Clients are 
becoming educated more and more to the 
fact that bank service should be compensated 
for the same as the service of a doctor or 
a dentist. The work attached to the safe- 
keeping of securities, such as setting up 
records, cutting of coupons, collection of divi- 
dends, crediting of customers accounts and 
liability for misplacement of securities surely 
entitles the bank to more compensation than 
the average one receives. The Controller 
or Auditor should make a periodical analysis 
of the accounts to determine whether the 
bank is receiving proper renumeration from 
each. 

Budgeting expenses is one of the bese 
methods of money saving, especially in the 
larger institutions where the expense ac- 
count constitutes a very large item in the 
overhead, and its ability to curb the expen- 
diture of money has been proven. Giving 
each major department of the institution, 
a certain sum on which to limit its expenses, 
will without doubt, hold down the expense 
account because there is a personal pride 
taken by each department in keeping within 
the limit of the budget if possible. 

Analysis of cash held by tellers often pro- 
vides material for considerable reduction in 
amount of cash required. In our bank we 
have instituted the unit teller system. Each 
teller is enabled to replenish his supply of 
cash as needed by drawing on the reserve 
teller. In this way each teller keeps his 
supply down to an average of from eight 
to ten thousand dollars and the reserve 
teller is in a position to keep the total re- 
serve down to its lowest requirements. 





CONDUCTING THE WOMEN’S DEPARTMENT SUCCESS- 
FULLY AND PROFITABLY 


ISS AGNES M. KENNY, manager 

of the Women’s Department of the 

First Wisconsin National Bank 
of Milwaukee, has some very interesting 
views on how to make women’s depart- 
ments in banks successful and _ profitable. 
Miss Kenny in the past twelve years has de- 
veloped a department which is recognized by 
the bank’s customers and, what is more un- 
usual perhaps, by the bank’s officers, as a 
really constructive and indispensable part of 
the bank’s service. Furthermore, she has 
made it a profitable department. 

Before she came to the bank Miss Kenny 
had been a teacher of English literature in 
the high schools of Milwaukee and in the 
State Teachers College. She loved teaching, 
which perhaps accounts in no small measure 
for the success she has had in teaching the 
bank’s women customers to do things for 
themselves rather than to depend on their 
husbands or the bank staff to attend to the 
details for them. She feels that the real 
function of a women’s department is not 
to serve them or to accommodate 


merely 
them, but to educate them. 

“When I was asked to come to the bank 
and ‘look after’ the women customers,” says 
Miss Kenny, “it was, I think, with the idea 


of doing things for them rather than of 
teaching them to do for themselves, for even 
up to that time women had not begun to 
come to the bank in such great numbers as 
they do today. 

“In my search for suggestions for the new 
department, I asked one banker what he 
thought we should do for the women who 
‘ame to the bank. ‘Throw them out,’ 
his reply. ‘They are too much of a nuisance. 
My experience has convinced me that if the 
women were a nuisance it was the men’s 
fault. And the bankers’ were as much to 
blame as the doting husbands. The women 
didn’t know about banking because they had 
never had a chance to find out about it.” 

Miss Kenny set about giving women that 
ehance. She abandoned the time-honored 
practice of making out deposit slips for 
charming and helpless customers. When they 
pleaded ignorance she explained that and 
other routine banking transactions until her 
customers gradually became self-reliant and 
intelligent about their banking. She ar- 


ranged a series of talks on banking and re- 
lated subjects and repeats these every year 
tor the benefit of all women in Milwaukee 
who are interested. She gives much of her 
time to addressing women’s clubs and other 
groups where she can spread the knowledge 
of the service her department renders. 
Along with this extensive work Miss 
Kenny has done some very intensive develop- 
ing of the accounts in her department. It is 
her idea that the accounts in the women’s 
department should be on a business basis 
just as all the others in the bank and that 
each should pay its own way. She feels that 
to operate the department successfully, 
which means also profitably, certain well de- 
fined regulations must be established and 
once established these regulations should be 
strictly adhered to. Care is taken to see 
that each new customer understands the re- 
quirements clearly at the time the account 
is opened. If the bank is remiss in opening 
the account it is not fair to blame the cus- 
tomer if the account becomes unsatisfactory 
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later on. Miss Kenny feels that it is better 
to refuse to open an account than to do so 
when there is every evidence that it cannot 
be kept up to the bank’s standards. 

The important and varied duties of the 
manager of a women’s department call for 
a person with great tact and poise, as well 
as one who has a good background of expe- 
rience and knowledge of financial matters. 
The position challenges the best thought and 
ingenuity of a woman who ean sense the 
particular problems of her community and 
her clientele, to find the best methods of 
building up a department to meet them. Too 
often when a women’s department has proven 
unsuccessful it has been because the officers 
upon whom the responsibility rests have not 
fully understood the underlying needs of the 
situation or have not selected the right per- 
son to take charge of the department. 


2°, 2°, 2°, 
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A triple bank merger was effected recently 
in Bethlehem, Pa., embracing the First Na- 
tional Bank & Trust Company, the Bethlehem 
Trust Company and the Lehigh Valley Na- 
tional Bank, uniting resources of over $13,- 
000,000. R. S. Taylor, president. 
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ENCOURAGEMENT FOR BANK 
EMPLOYEES 
In an address which Harry E. Ward, 
president of the Irving Trust Company of 
New York recently delivered on ‘“Relation- 
ship of Auditor and Comptroller to Chief 
Executive,” he expressed some thoughts re- 


garding the encouragement of bank employees 


which deserve circulation. He said in part: 
“All of us recognize that character, ability 
and patience are essential to real success, 
but at times I wonder whether we realize 
how important it is that we have patience— 
not the kind of patience which allows some- 
thing to continue which should be stopped, 
but the kind of patience which enables 
man to attend to his duties day by day, keep- 
ing his courage and doing his best when it 
is difficult for him to see light ahead. Condi- 
tions of today require recognition of the old 
axiom that a successful master must first 
be a good servant. This finds its expression 
in teamwork, and the necessity frequently 
for taking on extra duties with cheerful 
promptness. As one eminent authority re- 
cently said, ““Each day is a challenge these 
days.” 
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CLARENCE H. ADAMS ASSUMES PRESIDENCY OF INTERNATIONAL 
TRUST COMPANY OF DENVER 


The International Trust Company of Den- 
ver, Colorado—the pioneer trust company of 
the Rocky Mountain region—recently an- 
nounced the election of Clarence H. Adams 
as its president, succeeding John Evans, who 
resigned as president but remains as chair- 
man of the executive committee of the trust 
company. The new president of the Interna- 
tional Trust Company is the chief executive 
of the Colorado Ice & Cold Storage Com- 
pany and has other extensive business as 
well as financial connections in the Rocky 
Mountain region. He is intimately acquainted 
with the policies and affairs of the Inter- 
national Trust Company of which he has long 
been an active director as successor to his 
father, the late Frank H. Adams. 


With the imstallation of Mr. Adams as 
president the executive committee of the 
International Trust Company is constituted 
as follows: John W. Morey, chairman of 
the board; John Evans, chairman of the 
executive committee; Clarence H. Adams, 
president; Gerald Hughes, and Clifford C. 
Parks, vice-president. Mr. Evans is also 
president of the First National Bank of 
Denver. Mr. Hughes is chairman of the 
board of that bank, Mr. Parks is its senior 
vice-president, and Mr. Morey, a member of 
its directorate. 

The International Trust Company has an 
exceptional record of service and progress 
since entering the field of trust and commer- 
cial banking in 1891 and as the oldest trust 
company in Colorado as well as the Tenth 
Federal Reserve District. Close relations are 
maintained with the First National Bank of 
Denver, the stockholders of which, in their 
individual capacity, are the owners of more 
than 98 per cent of the stock of the Interna- 
tional Trust Company. It is noteworthy to 
observe from the latest financial statements 
of both of these institutions a remarkable 
degree of liquidity. While the figures have 
varied from time to time during the past two 
or three years, both as to the amount of de- 
posits and the ratio of cash and government 
bonds to total deposits, there has been very 
little variation in the ratio, both institutions 
having been kept in substantially this con- 
dition for the past two years. The June 30th 
statement of the International Trust Com- 
pany shows cash and government bond assets 
alone in excess of 80 per cent of all time and 
demand deposits in its banking department. 


CLARENCE H. ADAMS 
Who has been elected President of the International 

Trust Company of Denver 
Total banking assets of the trust company 
amounted to $13,697,112; deposits, $11,102,- 
847 with capital of $500,000; surplus, $500,- 
000; undivided profits, $1,849,409 and _ re- 
serves of $244,854. The First National Bank 
reported resources of $40,637,698 with de- 
posits of $36,564,916. Capital of the First 
National is $1,500,000; surplus, $1,250,000 ; 
undivided profits, $1,063,710 and _ reserves, 
$259,072. 

The International Trust Company has a 
splendid record for trust department admin- 
istration, the operations of which have been 
earried forward according to traditions by 
Leroy MecWhinney, as_ vice-president in 
charge of trust work. 


Merger of the Fordham Savings Bank and 
the Dollar Savings Bank of the City of New 
York, both located in the Bronx, combines 
savings of $92,513,000 and resources of $104,- 
000,000. 

An accounting by the Irving Trust Com- 
pany of New York as executor and trustee 
of the estate of Roy Lyndon Danks, shows 
gross value of assets of $377,013. 








Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
WILLIAM G. McLOUGHLIN of the New York Bar 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 


STATUTORY ASSESSMENTS ON TRUSTEE 

(Liability denied where trustee for mi- 
nors had in good faith acquired stock of 
bank which became insolvent.) 


The general common law rule is that a 
trustee as the legal owner of the trust prop- 
erty is subject to all the liabilities of the 
legal owner, including liability under stat- 
utes as a stockholder. In most states the 
trustee is liable for such statutory assess- 
ment; occasionally by statute the burden 
is shifted to the beneficiary and trust estate. 
Under the decisions the corporate creditor 


may only reach the assets, in the absence of 


such statute, where the trustee is shown to 
be unavailable or insolvent. 

In a recent South Carolina bank 
stockholder created a trust of his shares for 
minors, recording the transfer on the cor- 
porate books, describing the transferees as 
“trustees.” The trust was created in good 
faith without intent to escape statutory lia- 
bility. Subsequently the bank became in- 
solvent. 

Ordinarily the trustee would be held to 
have assumed the statutory liability as a 
normal part of the consequences of the pur- 
chase. Under the decisions, unless the cor- 
porate creditor could obtain satisfaction out 
of the beneficiary’s equitable interest the 
creditors would be without relief. 

The South Carolina Court, however, ex- 
empted the equitable interest of the infant 
beneficiaries. There was no statute shifting 
the burden to the beneficiaries, The theory of 
the decision was that the liability was con- 
tractual and subject to the minors’ privilege 
of disaffirmance, which the law presumed to 
have been exercised where the transaction 
resulted to his detriment. 

The case is commented on with disapproval 
in 10 North Carolina Law Review, page 198, 
saying that the decision might better have 


case a 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


been placed on the ground that the trustee 
was solvent and should have been personally 
liable, the liability being entirely statutory. 
Such was the position taken by the dissenting 
opinion. The case however is a very useful 
precedent.—Rutledge vs. Stackley, 160 S. E. 
429, 


FOREIGN TRUST COMPANIES 


(May apply for appointment as execu- 
tor before obtaining local license.) 


The Texas Court of Civil Appeals has 
ruled that it will permit a New York trust 
company to apply for probate and appoint- 
ment without a state license, and that such 
license may follow appointment. The Sea- 
board National Bank of New York succeeded 
the Mercantile Trust Company, a Texas in- 
stitution, which was named as executor. On 
the probate application, the proponent of a 
rival will objected that the Seaboard National 
Bank was a foreign corporation and had not 
procured a Texas permit. And the Texas 
District Court, while admitting the will pro- 
pounded by the Seaboard National Bank, re- 
fused to appoint it executor. 

On appeal the Texas Court of Civil Ap- 
peals reversed, holding that the Seaboard 
National Bank had a moral obligation in the 
nature of a trust to propound the will; and 
that the fact that it was a foreign corpora- 
tion and without a permit did not affect such 
duty, nor the jurisdiction of the court to ad- 
mit the will to probate; that propounding 
was merely preliminary, and there was no 
oceasion for the Seaboard National Bank to 
incur the expense of procuring a permit till 
the will was probated and the bank recog- 
nized and confirmed as executor, letters 
granted and the bank had duly qualified. 

The court referred to Nelson vs. Detroit 
Security Trust Co. 38 S. W. (2nd) 360 now 
pending in the Texas Supreme Court on the 
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question whether the foreign corporation 


should be permitted to qualify in the absence 
of a license.—Radcliffe vs. Seaboard National 
Bank of New York, Texas Court of Civil 
Appeals, 46 S. W. (2nd) 750. 


WILL DISPOSING OF INSURANCE 
(Designating beneficiaries under life 
insurance trust is not subject to inheri- 
tance tax.) 

If the beneficiaries who are to take after 
death of the creator of a life insurance trust 
are by the trust instrument to be designated 
in the creator’s will, does that feature render 
the testamentary disposition of the insurance 
proceeds subject to inheritance tax? Fur- 
ther, is such a life insurance trust deed 
made in contemplation of death? Is this 
“ase like those where the settlor exercises 
dominion over the trust res during his life- 
time and effects no complete transfer, and 
directs the disposition of the funds after 
his death, in which latter cases the fund is 
unquestionably taxable? 

This question recently came before a Penn- 
sylvania court. One Myers by a life insur- 
ance trust instrument made the Bankers 
Trust Company and his two brothers trus- 
tees, reserving the right to change benefi- 
ciaries, the beneficiaries to be “in accordance 
with the provisions as set forth in my last 
will and testament.” ‘The court said it as- 
sumed that if no beneficiary was named by 
will, the proceeds would go to the estate of 
the creator. The will was made the same 
day and named as beneficiaries the sisters, 
nephews and nieces of the creator. 

An inheritance tax was assessed on the 
ground that the policies were part of the 
estate, the transfer was effected by will and 
the whole transaction was a scheme to evade 
taxation. The Orphans Court of Philadel- 
phia found that the trust deed was not 
executed in contemplation of death, but that 
the creator retained full control in his life- 
time and such possession and enjoyment 
ceased only at his death. The statute ex- 
empted from taxation insurance proceeds 
other than those payable to the estate; and 
the court held that the insurance proceeds 
here were not a taxable part of dece- 
dent’s estate transferred at his death. On 
exceptions it was argued that the direction 
in the trust deed to pay over and apply the 
insurance proceeds in accordance with the 
provisions of the will was equivalent to a 
direction to pay to the estate of the insured. 

The court likened the case to the incorpo- 
ration of a trust deed by reference in a will, 
though the will was not referred to in the 
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deed; and held that the settlor did not in- 
tend to make the insurance fund a part of 
his estate, that he did not intend to leave 
two estates, one to be administered by his 
executor, the other by the trustees; and that 
the case was unlike those where the settlor 
exercises dominion over the trust res during 
his lifetime and effects no complete transfer 
and directs the disposition of the fund after 
his death, in which latter cases the fund is 
unquestionably taxable; for in those cases 
the trust res is possessed by the decedent 
and actually transferred by him to a trustee 
in part, whereas insurance proceeds grow out 
of a contract with the insurance company 
and recovery is directly by the beneficiaries 
against the company, with which the in- 
sured’s estate has no concern.—Myer’s Es- 
tate, Philadelphia Orphans Court, March 11. 


CLAIMS FOR SERVICES 
(No claim for services rendered to a 
deceased will be recognized upon a 
promissory expression to reward with no 
contract resulting.) 


The question presented was whether the 
plaintiff, who married the decedent’s son, 
made a case for the jury on her claim to an 
implied contract with the decedent for the 
services and board for which she sought to 
recover. The home and the furniture be- 
longed to the decedent. The decedent and 
his son were sole members of the family 
before the plaintiff's marriage, after which 
the three of them continued to be the sole 
members. The plaintiff simply moved in to 
the home and took her station there as house- 
wife. She was under no duty to cook or 
render other services for the decedent, but 
she did render them without objection, with- 
out any suggestion that she be paid for them. 
The evidence showed that the plaintiff dur- 
ing the decedent’s periods of ill health was 
very attentive to his needs. She did his 
washing and ironing. There was no claim 
of any express contract concerning board or 
services, but testimony that she heard a 
conversation between her witness and the 
decedent about the year 1915 “in which dece- 
dent made some statement about expecting 
to see that I was compensated for what I 
had done and was doing.” Another witness 
testified that the decedent said that the 
plaintiff “‘makes me a good home and I am 
better off there than I would be in a home 
of my own,” and that he intended to let her 
know that he appreciated it by returning 
value received for the nice things she did 
for him. Another witness testified that the 
decedent wanted her to receive pay for what 
she had done for him. 
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It was held that the statements of the 
decedent were expressions of gratitude and 
appreciation, and at most, of a purpose to 
reward the plaintiff. None of the state- 
ments can be construed as an admission of 
the existence of contractual relations or of 
a legal duty to compensate the plaintiff or 
as the making of a contract for either the 
past or future. There was no evidence that 
the decedent at any time understood that any 
contractual relations with claimant, express 
or implied, existed or were in contemplation 
by him or by her. A promissory expression 
without intention to contract does not result 
in a contract. The presumption is that the 
claimant’s services were rendered as a mem- 
ber of the family without right to compen- 
sation. The burden of proof was upon her 
to show the existence of the alleged implied 
contract for compensation—a mutual expec- 
tation or understanding upon the part of the 
decedent that he was to pay and upon the 
part of plaintiff that she was to receive com- 
pensation.—Matter of Estate of Unangst. 
Iowa Supreme Court. Decided February 9, 
1932. 


TRUSTEE’S RECEIVER CANNOT MANAGE TRUST 
(State Finance Commissioner taking 
over insolvent trust company is mere 
liquidator. ) 

Where a trust company becomes insolvent 
and a receiver is appointed can it be said 
to be part of the receiver’s function to ad- 
minister the insolvent’s trusts? Under the 
principles of equity bankruptcy is a fatal 
objection to the original appointment of a 
trustee; and usually supervening bankruptcy 
is a ground for his removal. Yet receivers 
are often appointed for the purpose of con- 
tinuing the insolvent’s affairs and extricat- 
ing them from financial difficulty instead of 
winding them up. As the trust assets of a 
bank are normally not involved in the in- 
solvency of its banking business, but the 
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profits of the trust department are a substan- 
tial part of its total income, should an excep- 
tion be made to the foregoing principles of 
equity, and the receiver for a temporary pur- 
pose permitted to manage them in view of 
the fact that the trust assets are unimpaired? 
The question recently arose in the Missouri 
Supreme Court, where the Fidelity Bank & 
Trust Company was placed in the hands of 
the State Finance Commissioner. The trust 
company was a trustee under a deed convey- 
ing real estate to secure a bond issue, and 
the creator of the trust sought to prevent the 
State Finance Commissioner from exercising 
the functions of trustee. The question turned 
on the powers and duties imposed on the 
Finance Commissioner by the statute creating 
his office. The court said that his function 
was to liquidate the bank’s affairs and he 
had no implied powers except such as are 
necessary to effectively discharge such func- 
tions.—State ex. rel. Banister vs. Cantley, 
Supreme Court of Missouri, June 15, 1932. 


DATE OF DISTRIBUTION OF GIFTS TO A CLASS 


(Common law rule not necessarily ap- 
plicable to Hawaii prior to Organic Act 
of 1893.) 


The federal courts have held that the 
Hawaii territorial court, ruling on interests 
under the will of a testator dying prior to 
1893, was free to accept or reject the rules 
of the common law, the matter being primar- 
ily of the testator’s intent. 

Peter P. Kauhema died in 1871 bequeathing 
by will all his properties to his niece and her 
children, but if she should die without giving 
birth to a child, then the land shall descend to 
Uwini Auld, wife of James Auld, and to her 
own children. 

Uwini Auld had two children, Henry and 
Edith, at testator’s death, and in 1873 had 
a third child, Maud; and died in 1876 in- 
testate, leaving the three children, of whom 
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the son, Henry, lived until 1890 and died 
leaving all his property to his wife, Lillian. 
The testator’s niece survived till 1915 with- 
out ever having given birth to a child. Lil- 
lian Auld contended that her husband’s will 
of 1890 carried his share, amounting to one- 
half of the lands of Peter P. Kauhema in 
ease the niece should finally die withow: 
having given birth to a child. 

The common law rule is that where there 
is devise over to a definite class of persons 
to take effect on the occurrence of a con- 
tingency, those take who constitute the class 
upon the death of testator. The territorial 
court decision held that the remainder went 
to all the three children of Uwini Auld as 
a class on the death of the testator’s niece 
in 1915. The Orfanic Act of the Territory of 
Hawaii was not passed by Congress till Janu- 
ary 1, 1893, prior to which time Hawaii was 
a kingdom. 

The Circuit Court of Appeals for the Ninth 
Circuit held that the territorial court was 
free to adopt or reject the common law rule, 
the question being primarily of testator’s in- 
tent and declined to reverse the decision on 
the ground that the matter was of local con- 
cern and there was no manifest error.— 


Fernandez vs. Andrade, Circuit Court of Ap- 
as) 


peals, Ninth Circuit (Hawaii), June 24, 1952. 


USING CORPUS FOR LIFE TENANT 


(Life tenant may compel mortgage of 
corpus for his support where creator of 
trust so authorizes.) 


It is a close question of administrative pol- 
icy whether the trustee has the right to use 
the corpus for a life tenant and cut down 
the remainder even where expressly so au- 
thorized by the creator. And when the prob- 
lem is referred to the courts they also have 
a policy to conserve the remainder as much 
as possible. 

An interesting precedent lately came _ be- 
fore the Wisconsin Supreme Court. A testa- 
trix had devised two parcels of real estate 
in trust for her husband for life with re- 
mainder over to her son, and expressly pro- 
vided that if the income of the real estate 
should be insufficient for the husband’s sup- 
port and maintenance and for taxes, insur- 
ance and repairs, “it is my wish” that the 
trustee mortgage the property for such sum 
as the trustee should see fit, “it being my 
purpose to provide for my husband from my 
property during his natural life, and at his 
death, the remainder shall go to my beloved 
son.” 
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New Orleans is the largest mahogany market 
in the world; New York, Liverpool and London 
ranking next in importance. 

Three New Orleans lumber mills import an 
average of 25 million feet of mahogany annu- 
ally, give employment to more than 800 men 
and produce lumber whose value averages 
$5,000,000 annually. 
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duras, Nicaragua, Costa Rica, Cuba and Africa; 
converts it into mahogany boards and trans- 
ports this lumber to furniture centers of the 
United States and many foreign countries. 


Hibernia Bank & Trust Co. 


New Orleans, U. S. A. 


This is number 43 of a series of advertisements about 
New Orleans which we have published continuously 
since 1919 


It further appeared that the life benefi- 
ciary had prior to his marriage to the testa- 
trix sold her one-half the trust property and 
after her marriage, and at her request deeded 
to her the other half without consideration 
on her agreement that after her death he 
would get the income from both houses; and 
the will was dated the same day as the 
second deed. These circumstances were 
special to the case, but in their absence 
the express provisions of the will seemed 
clear. 

On an application to construe the will, the 
beneficiary did not complain of the adminis- 
tration but simply contended that a mortgage 
would be improvident and result in loss to 
the corpus. The court said that the real 
issue would be obscured by reference to 
decided cases, if the language of the will is 
plain and unmistakable. The court held that 
the testamentary purpose was clear, the lan- 
guage mandatory despite the use of the word 
“wish,” and the disadvantage to the re- 
mainderman; and ordered the trustee to com- 
ply under penalty of removal. — Olson vs. 
Hanson, Wisconsin Supreme Court, June 
20, 19382. 
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HARRIS TRUST AND SAVINGS BANK OF CHICAGO REVIEWS FIFTY 
YEARS OF DISTINCTIVE SERVICE 


The Harris Trust & Savings Bank of Chi- 
cago occupies a distinctive place among the 
successful trust companies and banks of the 
United States. As an organization it repre- 
sents faithful adherence to wise policies of 
service and management which were pro- 
jected fifty years ago, by the founder, N. W. 
Harris, to whom due tribute is rendered in 
a booklet issued by the bank in commemora- 
tion of half a century of exceptional progress 
and high fidelity. To quote from the booklet : 

‘A business which passes the fifty year 
mark indicates steadfast purpose and thus 
our business reflects the personality of the 
founder, N. W. Harris, and the men he se- 
lected to carry it on. He was from New Eng- 
land, with the New England conscience a 
fixed part of his personality; he was a nat- 
ural salesman, ambitious, resourceful, an 
indomitable worker and a good judge of men. 
He had vision and qualities of leadership 
which enabled him to project policies which 
have proved sound and far reaching, and to 
assemble a group of men who had the ability 
and disposition to carry on and expand the 
business which he started. In his oldest 
son, Albert W. Harris, he recognized quali- 
ties which made him wish to have the son 
connected with the business, and Albert W. 
Harris has participated almost from the be- 
ginning. He has contributed greatly in the 
shaping of its policies and is now active as 
chairman of the board of directors of the 
Harris Trust & Savings and of the N. W. 
Harris Company.” 

A characteristic of the Harris organiza- 
tion is the policy of employing and develop- 
ing young men who started at the bottom for 
a few dollars a week and labored patiently 
and faithfully to senior and executive posi- 
tions. Five of the six senior officers of the 
bank have given their entire business life to 
the organization with average length of 
thirty-two years of service. Albert W. Har- 
ris, chairman of the board, was the first office 
boy. Howard Fenton, president of the bank, 
has a record of thirty-seven years service 
with the institution; Bowman C. Lingle, vice- 
president of thirty-six years; Frank R. El- 
liott, vice-president, of thirty-two years; 
Frank McNair, vice-president, twenty-nine 
years and M. Haddon MacLean, vice-presi- 
dent, of sixteen years. 

While the Harris organization has an un- 


usually large number of officers and em- 


ployees with long terms of service, it has also 
been a graduation school for some of the 
ablest and most successful investment men 
and bankers associated with other institu- 
tions. “He was formerly a Harris Bank 
man” is a saying in banking and trust cir- 
cles which conveys a badge of high merit. 
The Harris organization began with the 
small firm of N. W. Harris & Company in 
Chicago in 1882, devoted principally to the 
purchase and sale of municipal bonds. At 
that time the surplus funds of the country 
were chiefly in the East and the West needed 
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to borrow. This led to the establishment of 
selling offices in Boston and then in New 
York with representatives throughout the 
United States and Canada. Because of the 
widening scope of business, the western part 
of the organization was incorporated as the 
Harris Trust & Savings Bank twenty-five 
years ago in 1907, opening with deposits of 
$3,534,311. In 1911 the bank was housed in 
its own handsome building in Chicago which 
it still occupies. In the east the business 
continued to be carried on by N. W. Harris & 
Company. In 1911 recognition was given to 
Allen B. Forbes, who had originally entered 
the business in Chicago as a young lawyer 
and played an important part in the develop- 
ment of the New York business, by the in- 
troduction of his name into the firm name, 
the partnership in the New York territory 
becoming Harris, Forbes & Company. In 
1916 the Boston house also changed its name 
to Harris, Forbes & Company, Inc. 

Last year the New York and Boston or- 
ganizations joined with the Chase Securities 
Corporation of New York in forming the 
Chase Harris Forbes Corporation. As the 


Chase Securities Corporation was already in 
the western field, it was natural that the new 
Chase Harris Forbes Corporation should 
operate in the territory in which the Harris 
Trust & Savings Bank had exclusively oper- 
ated for the Harris organization, and it was 
equally natural that the Harris Trust & Sav- 
ings Bank should enter the investment busi- 
ness in the eastern field. This it did through 
its affiliate. The N. W. Harris Company, 
which had been incorporated in 1921 and 
which in the summer of 1931 opened an 
office to do a general investment business at 
55 Cedar street, New York City, now in 
charge of Stanley G. Harris, the youngest 
son of N. W. Harris. While they are sepa- 
rately owned, there continues a strong per- 
sonal and business relationship between the 
Harris organization and Chase Harris Forbes 
Corporation, born of the former’s long asso- 
ciation with Harris, Forbes & Company. 
The Harris Trust & Savings Bank has 
never been merged with any other bank and 
its history shows that it has derived added 
strength and momentum through periods of 
war and depressions of the past fifty years. 
A statement of financial condition as of May 
19th, shows capital, surplus and undivided 
profits of $13,564,908 and deposits $92,049,846. 
An increase of nearly ten millions in deposits 
during the second quarter of this year is 
shown in the June 30th statement bringing 
deposits on that date to $95,431,000 with re- 
sources of $111,915,626. The strong position 
of the bank is evidenced by resources which 
include cash on hand, in Federal Reserve 
and due from other banks of $32,756,946; 
U. S. Government securities, $23,691,927; 
state and municipal securities, $10,072,379 
and demand loans of $8,115,220. 
Consistent with its policies the 
Trust & Savings Bank administers a 
volume of select trust business. 


Harris 
large 


C, H. Deppe, vice-president of the Fifth- 
Third Union Trust Company of Cincinnati, 
and former president of the Clearing House 
Association, has been elected treasurer of the 
Cincinnati Better Business Bureau. 

Charles H. Mylander, vice-president of the 
First National Bank of Cincinnati, has re- 
signed that position to accept a similar of- 
fice with the Huntington National Bank of 
Columbus, O. 

S. Percy Thompson, vice-president and 
treasurer of the W. A. Pierce Lumber Com- 
pany, has been elected a director of the 
American Security & Trust Company of 
Washington, D. C. 
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IMPRESSIVE NEW BANKING HOME FOR SPRINGFIELD SAFE DEPOSIT 
AND TRUST COMPANY 


To afford scope for increasing operations 
and to give visible expression to the impor: 
tant place which the institution occupies in 
the financial affairs of Springfield, Mass., the 
Springfield Safe Deposit & Trust Company, 
will take possession of one of the most at- 
tractive exclusive banking homes in New 
England which is now in course of construc- 
tion. It will typify forty-six years of steady 
progress and capable service to the commu- 
nity, uninterrupted by fluctuations in gen- 
eral business conditions of the country. 


The design and construction of the new 
home will embody unusual features. The main 
frontage on State street with facade of Indi- 
ana limestone and height of fifty-two feet 
will represent the elevation of the main 
banking room. Classic dignity will attach 
to both the exterior of the building and the 
interior equipment and embellishments of the 
banking quarters. Another feature is that 
the building will have space and light on all 
four sides. The frontage on the rear on 
Stockbridge street will be 99.92 feet allowing 
for an ell, with four floors. The company 
also owns an adjoining plot of ground on 
Stockbridge street which will afford park- 
ing space for customers. The base of the 
walls of the building will be of granite. 

On the main floor the front portion will 
provide space for twenty-one tellers, the 
counters to be of the Poole type with glass 
partitions. In the rear will be space for 
executive and senior officers as well as ad- 
joining conference rooms. There is also a 
special reservation for women customers with 
complete equipment on the main banking 
floor. A stairway near the ornate main en- 
trance leads to the safe deposit vault with 
its 8,000 safe deposit boxes and coupon rooms. 
The safe deposit vaults will be installed by 
the York Safe and Lock Co. 

On the first floor of the rear ell the 
mechanical department of the bank will be 
located. The second floor or mezzanine will 
accommodate a tastefully designed directors’ 
room. The third floor will be reserved for 
a lunchroom for employees, kitchen, rest 
rooms and lockers. The fourth floor will be 
especially arranged and equipped to house 
the trust department. This department has 
shown notable growth, the latest financial 
Statement showing trust department re- 
sources of $49,386,915. The banking depart- 


CLASSIC DESIGN OF THE NEW HOME OF THE 
SPRINGFIELD SAFE DEpPosiIr & TRUST COMPANY 
UNDER COURSE OF CONSTRUCTION 


ment has resources of $13,804,805 with quick 
and cash schedules of $7,187,154; loans and 
discounts of $5,205,982. Deposits total $10,- 
993,736. Capital is $1,000,000; surplus, 
$1,000,000; undivided profits, $625,000, and 
reserve for contingencies, $127,571. 

During forty-six years of the bank’s exist- 
ence it has had only four presidents, Col. 
John G. Mackintosh, one of its original in- 
corporators, serving until 1915 as its first 
president. He was succeeded, respectively, 
by William <A. Lincoln in 1915, George H. 
Kemater in 1920, and Edward Kronvall, who 
was elected early in the present year. Mr. 
Kronvall has been connected with the bank 
since 1909. Harry L. Bradley is executive 
vice-president, E. Converse Lincoln and Har- 
old White, vice-presidents, Robert R. Emer- 
son, treasurer, and Moritz A. Kuhn, assistant 
treasurer, Chester J. Chambers, trust officer 
and Eugene W. Shaw, assistant trust officer. 


The Thomas M. James Company of Bos- 
ton are the architects for the new building, 
which will probably be ready for occupancy 
by July, 1933. 
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J. NORMAN CARPENTER, Vice-Prestdent 


ELECTED PRESIDENT WASHINGTON 
BANKERS’ ASSOCIATION 

Joseph W. Bradley, vice-president of the 
Old National Bank & Union Trust Company 
of Spokane, who was recently elected presi- 
dent of the Washington Bankers’ Association, 
has been active in constructive banking work 
for many years. He became associated with 
the “Old National” in 1907. He has served 
as president of the Spokane Chapter of the 
American Institute of Banking and as a vice- 
president of the national organization. He 
has also been active in the American Bankers 
Association and is now a member of the 
Agricultural Committee. In assuming office 


JOSEPH W. BRADLEY 
Vice-president, The Old National Bank & Union Trust 
Company, who has been elected President of the Washing- 
ton Bankers Association 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 


as president of the Washington Bankers’ As- 
sociation, Mr. Bradley said: 

“The fundamental cause of our recent 
banking troubles was the reckless competi- 
tion for deposits and the high price paid for 
money. Financial institutions, in their zeal 
to build up volume, maintained too high an 
interest rate for funds, and then in order 
to employ such funds profitably, placed them 
in channels where hazards naturally devel- 
oped in a period like we have been going 
through, I was impressed a few years ago 
by the statement of John W. Pole, Comptrol- 
ler of the Currency, in addressing a conven- 
tion of the American Bankers’ Association, 
that we had in this country more banks than 
bankers. This association should dedicate 
itself to every possible effort toward sounder 
banking practices and the placing of even 
greater safeguards around the deposits of the 
people. Let us be sure that the indictment 
of Mr. Pole will never again apply to bank- 
ing conditions in this state.” 

Claude H. Meredith, secretary of the Eliza- 
beth Trust Company at Elizabeth, N. J., has 
been elected president of the bank, succeed- 
ing John J. Stamler, who resigned because 
of illness. 

F. H. Parker, formerly with Canton Ex- 
change Bank of Canton, Miss., has been 
elected vice-president of the Deposit Guar- 
anty Bank & Trust Company of Jackson, 
Miss. 

There are eighteen states in which branch 
banking in any form is prohibited, accord- 
ing to a survey made by the Federal Re- 
serve Board. 

Irwin J. Green, president of the State Sav- 
ings Loan & Trust Company of Quincy, has 
been elected vice-president of the Trust Di- 
vision of the American Bankers Association, 
representing Illinois. 

The Alice Bank & Trust Company is being 
organized at Alice, Texas, with capital of 
$100,000. W. W. Jones is president. 
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AN OUTSTANDING TRUST DEPARTMENT 
IN THE SOUTH 

Experience teaches that a trust depart- 
ment, in order to function successfully, must 
be much more than a highly mechanicalized 
organization. It must be the embodiment of 
ideals of service and profound sense of re- 
sponsibility. That is precisely the reason 
that the trust department of the Wachovia 
Bank & Trust Company of North Carolina 
has maintained its premier position in the 
Carolinas and is blazing new trails for trust 
development in the Southland, It was the 
foresight and enlightened conceptions of the 
founder of the company, the late Col. F. H. 
Fries, which have brought the trust service 
of the Wachovia to its present standards of 
success and popular acceptance. 

It was back in 1893 when Col. Fries found- 
ed the Wachovia Bank & Trust Company. 
It was the only institution at that time 
equipped to render fiduciary service and dur- 
ing the ensuing forty years it is this feature 
of service which has given leadership and 
which has brought to the Wachovia a larger 
volume of trust business than the combined 
volume of such business transacted by all 
other such institutions in the Carolinas. To- 
day the trust department of the Wachovia, 
With headquarters in Winston-Salem, con- 
ducts operations through four branch offices 
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ROBERT M. HANES 
President, Wachovia Bank and Trust Co., North Carolina 
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and reaches every part of the state. The 
July issue of The Wachovia, the publication 
issued by the bank, deals exclusively with 
the work of the trust department. 

The June 30th financial statement of the 
Wachovia shows banking resources of $41.- 
227,094, with deposits of $36,043,000; capi- 
tal, $2,500,000; surplus, $2,000,000; undivided 
profits, $231,287, and special reserves of 
$300,000. 


BANKING EXHIBIT AT A. B. A. 
CONVENTION 

A new feature of the coming annual con- 
vention of the American Bankers Association 
in Los Angeles from October 1st to 5th, will 
be a so-called “American Banking Exhibi- 
tion.” It will be a coordinated and care- 
fully arranged display to visualize the prog- 
ress in American banking practice, technique, 
functions and mechanical equipments. The 
exhibition will be installed in the spacious 
grand ballroom and foyer of the Biltmore 
Hotel, the convention headquarters where a 
rich setting will be provided suggestive of 
the Fiesta spirit of ‘Southern California. The 
exhibit will also be of special interest to 
trust men in showing latest devices, 
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RYAN’S ESTATE 

When the second largest estate in the his- 
tory of the United States—that of Thomas 
Fortune Ryan—was finally appraised, it was 
found that the net value of the legacies left 
by Mr. Ryan was in excess of $135,000,000. 

Almost the entire estate was in securities. 
In this connection, it will be recalled that Mr. 
Ryan died in November, 1928. While no ac- 
curate estimate can be made as to the shrink- 
age which has taken place, it is certain that 
if the estate was kept intact as it was origi- 
nally left, including the stock of several cor- 
porations in which Mr. Ryan was heavily in- 
terested, that the loss must have been tre- 
mendous. 

Of course, in this instance, such loss as 
has occurred has been unavoidable, but it is 
worthy of note that many men deliberately 
tie the hands of their executors and trustees 
through the terms of their wills to prevent 
change in their investments, not realizing 
that however well chosen they may have been 
at the time, the passage of years alters con- 
ditions fundamentally, rendering what was 
once a good investment disadvantageous.— 
(From Property, published by Fidelity Trust 
Company of Pittsburgh.) 


The St. Louis Union Trust Company is 
conducting an exceptionally effective cam- 
paign of advertising featuring the various 
advantages of trust service. Text matter is 
synchronized with attractive illustrations. 

Outstanding and unmatured Liberty bonds 
issued by the United States Government for 
advances to Allies and the conduct of the 
war during 1917 and 1918 amounted on June 
30th to $8,201,314.550. 

The First National Bank of Princeton, 
N. J., reports assets of $5,711,284 with de- 
posits of $4,684,000 accredited to over 5,000 
customers, 
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DETERMINING COST OF SECURING NEW 
TRUST BUSINESS 


In a special bulletin issued by the Finan- 
cial Advertisers Association a description is 
given by C. M. Weaver of the system of re- 
cording and determining cost of securing new 
trust business which has been developed by 
the First Union bank and Trust Company of 
Chicago. Expenses as a whole are classified 
as fixed and incidental and all expenses of 
the bank are handled through a central ex- 
pense unit. Such expenses are allocated to 
the banking, bond, trust, real estate loan, 
real estate departments and overhead. In 
describing the cost system as applied to the 
trust department, Mr. Weaver states: 

“The trust department maintains a de- 
partmental cost unit. From the monthly ex- 
pense reports we immediately proceed to 
classify as direct, departmental overhead, 
and bank overhead and to allocate by detail 
into the following five major productive di- 
visions: personal trust, agency, corporate 
trust, stock transfer and bond and coupon 
redemption, and to the following large 
groups: Executive, statistical, security and 
bookkeeping services, legal, new business and 
ediphone. The latter segregations represent 
units or divisions of work which pertain to 
divisional organization which will later be re- 
allocated, but where it is desirable to estab- 
lish separate costs. 

“The work of placing new business on our 
books is divided into two classes, the solici- 
tation and closing being handled by our new 
business division and the review and accept- 
ance of all legal documents being covered by 
our legal department. At this point, then, 
we have determined the cost as a whole with- 
out overhead loading of the operation of our 
new business and our legal divisions. So 
far we have dealt with tangible factors. 

“Since the allocation of costs is only the 
first step of that more pressing problem of 
determining profit and loss, and since to pre- 
sent the other side of the picture by detail 
evaluation of new business involves the use 
of so many intangibles and averages, we have 
felt so far that more beneficial results can 
be obtained by solicitation than by review.” 

The Corporation Trust Company, New 
York, founded in 1892, has been continuously 
under the direction of its president, Mr. Ken- 
neth K. McLaren, maintaining offices and 
representation in all of the leading cities of 
this country and Canada. 


The National Bank of New Jersey, New 
Brunswick, reports resources of $14,237,216 
and deposits of $12,163,000. 
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@ Keeps up to date the full infor- 
mation on: 


1. Documents necessary when transfer is 
by an Executor or Administrator. 

2. When a Court Order is necessary before 
transfer. 

3. When an Inheritance Tax Waiver is nec- 
essary (and how and where to obtain). 

4. Documents necessary when transfer is 

by a Guardian. 

. Requirements in case a “Stop” has pre- 
viously been filed against the transfer 
of the certificate. 

. Proper forms of endorsement when other 
than an individual’s signature is involved. 

. Documents necessary when transfer is 
by a Trustee. . 

. Documents necessary when transfer is 
to a Trustee. 

. Proper forms for guarantee of signature. 

. When a release under the Federal Es- 
tate Tax is necessary. ; 

. Documents necessary when transfer is 
by a corporation. 

. Proper forms of inscription when transfer 
is to Joint Tenants or Tenantsin Common. 

3. When copy of Will must be submitted 
and points in it to be noted. ¢ 

. Documents necessary when transfer is 
being made by Executor or Administra- 
tor before expiration of the time limit for 
presentation of claims against the estate. 

15. Documents necessary when transfer is 
. by a Receiver. 
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AMERICAN EXPRESS COMPANY 
FACILITATES REMITTANCES 
TO RUSSIA 

An important step has been taken to fa- 
cilitate remittances to Russia from people 
residing in the United States and Canada, 
by the American Express Company and 
through an arrangement with the Russian 
organization known as Torgsin. This ar- 
rangement provides a needed channel to en- 
able Americans to render assistance to rela- 
tives and friends residing in Russia. Dis- 
cussing the arrangement, George Weston, 
vice-president and treasurer of the American 
Express Company, says: 

“Torgsin is a company which has been or- 
ganized by the Soviet Government for the 
purpose of enabling people in Soviet Russia 
to purchase food products and other mer- 
chandise at reasonable prices. Torgsin main- 
tains stores at more than 100 cities in Soviet 
Russia, and these stores accept remittances 
from people residing in the United States 
and Canada, who desire to have friends or 
relatives supplied with food or other prod- 
ucts instead of money. 

“Due to this new arrangement, the Ameri- 
can Express can now handle such remittances 
directly with Torgsin instead of through the 
intermediary of foreign banks, The value of 


this is inestimable to people who, in the past, 
either had to purchase food certificates, ship 
goods or follow complicated methods. The 
whole procedure has now been reduced to a 
simple banking transaction. A foreign money 
order for the amount desired in United 
States dollars, is issued, bearing the name of 
Torgsin and the city, together with the name 
and address of the beneficiary. 

“To insure remittances being handled with 
the greatest despatch, the American Express 
Company at the time of transmitting the 
money to Torgsin will simultaneously send 
special advices to the beneficiaries by the 
fastest available steamers leaving New York. 
The presentation of this advice at the Torg- 
sin store will facilitate receipt of the corre- 
sponding amount or value. An acknowledg- 
ment of receipt of the merchandise by bene- 
ficiary will be procured for the sender if 
requested. In urgent cases these remittances 
to Torgsin may also be transmitted by cable.” 


H. A. Sellers has been elected to the Winni- 
peg advisory board of the Royal Trust Com- 
pany of Canada. Mr. Sellers is president of 
the Federal Grain Company, the Alberta Pa- 
cific Grain Company and a director of the 
Imperial Bank of Canada. 
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THE WENDEL WILL 

The contest over the will of the late Ella V. 
von E. Wendel, last survivor of a wealthy 
and picturesque New York family, now before 
the Surrogate’s court, has created widespread 
interest. Claims to share in the estate have 
been attracted from over 2,300 alleged rela- 
tives because of the reputedly enormous 
wealth that had accumulated the Wendel 
fortune in the hands of Ella Wendel, descen- 
dant of the one-time associate of John Jacob 
Astor, but which estate was recently ap- 
praised at less than $40,000,000, instead of 
the supposed hundred million. 

Her father, John G. Wendel, charged his 
five daughters and son to “buy but never sell 
New York real estate’ and urged the daugh- 
ters not to marry and thus partition the fam- 
ily fortune. As a result only one of the 
sisters, Rebecca Swope, married, she leaving 
no children and surviving her husband, and 
the bulk of her estate, like those of the pre- 
deceased brother and sisters, going to the 
survivor. 

The courts have indicated in previous cases 
that where there are relatives of a not-too- 
distant degree, only about half of the estate 
san be given to charity, whereas the terms 


of Ella’s will, drawn in 1923 with codicils in 
February, 1929, provided that a large propor- 
tion go direct to certain charities, and most 
of the remainder go to her sister Rebecca as 
a life tenancy only, then to charities. There- 
fore no codicil was made to take account of 
the interest of Rebecca although she pre- 
deceased Ella. 

Not satisfied with the possible half interest 
in the estate which the courts seem to have 
suggested in precedent cases as belonging to 
relatives as against all to charity, the claim- 
ants have endeavored to break the will by 
showing testamentary incapacity of Ella 
Wendel, who lived, as did her sisters and 
brother before her, a practical recluse from 
society. Under New York laws only rela- 
tives contained in the closest degree have 
recognizable claims, and already nine claim- 
ants have been admitted as of the fifth de- 
gree, though the claim of Thomas P. Morris 
of Brooklyn as being the son of John G., 
brother of Ella is now being studied by 
Surrogate Foley. 

According to the executors, Charles Koss, 
his daughter Isabel, and Stanley Shirk, the 
disposition of practically the entire Wendel 
fortune, accumulated through several gen- 
erations, depends on this will, and aside from 
minor bequests promises to be distributed to 
relatives whom Ella Wendel has never 
known, unless the court upholds the com- 
petency of Ella Wendel in the drafting of 
the will and apportions one-half to the 
charities named. 


SUCCESSOR TRUSTEE 

The Lee, Higginson Trust Company of 
Boston, which in May announced voluntary 
liquidation of its banking business and trans- 
fer of its fiduciary accounts, has petitioned 
the Supreme Judicial Court of Massachu- 
setts for the appointment of the Marine Mid- 
land Trust Company of New York as suc- 
cessor trustee under the debenture agreement 
dated March 1, 1929 between the Krueger & 
Toll Company, the Lee, Higginson Trust Com- 
pany and Lee, Higginson & Company. 


The National Trust Company, Limited, 
with main office in Toronto, has been ap- 
pointed trustee under supplementary deeds 
of trust covering bond issues of the Quebec 
Power Company and the Quebec Railway, 
Light and Power Company. 

The Toronto General Trusts Corporation 
has been appointed successor trustee for the 
Algoma Steel Corporation, Ltd., with assets 
of $22,148,000. 
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MARTIN A. RYERSON 


Chicago lost one of its most distinguished 
and public spirited citizens through the death 
of Martin Ryerson at his Lake Geneva home 
recently at the age of seventy-five. He was 
identified with a number of banks and trust 
companies as director although devoting him- 
self in more recent years to philanthropic 
activities and to his keen interest as an art 
eollector. His contributions represent some 
of the most valuable and rare possessions of 
the Chicago Art Institute and Field Museum. 
He was president of the board of trustees of 
the University of Chicago for thirty years 
up to the time of his resignation in 1922. He 
was also an honorary president of the Art 
Institute of Chicago; vice-president of Field 
Museum, trustee of the Carnegie Institute 
and a director of the Chicago Orphan Asylum. 
His charities are estimated at many hun- 
dreds of thousands of dollars and which were 
always unostentatiously bestowed. 

Mr. Ryerson was born in Grand Rapids, 
Mich., and came to Chicago as a youth. After 
earlier schooling in Chicago and abroad he 
graduated from Harvard in 1878 with a 
degree. He was successful in the lumber 
from which, however, he retired 
many years ago. He is survived by his 
widow, who was Carrie Hutchinson, cele- 
brating his golden wedding last year. 


business 


JOHN J. RIKER 

John Jackson Riker, former president of 
J. L. & S. D. Riker, Inc., and descendant of 
one of the oldest Dutch families which came 
to New York from Amsterdam in 1636, died 
recently at his summer camp in the Adiron- 
dacks at the age of seventy-four. Among 
his numerous important business and finan- 
cial association was that of trustee of the 
Central Hanover Bank & Trust Company of 
New York and a member of the executive 
committee of that company. Although Mr. 
Riker had retired in 1914 as president of the 
commission merchant organization founded 
by his father seventy years ago, he retained 
directorship in numerous corporations. He 
was also a trustee of the Bank of New York 
& Trust Company. 


J. P. Farrell has been advanced to cashier 
of the First National Bank & Trust Com- 
pany of Fargo, N. D. 

John E. Fowler, president of the Arlington 
Trust Company of Rosslyn, has been elected 
vice-president of the Trust Division, A. B. A., 
representing Virginia. 
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GUARANTY TRUST COMPANY NAMED 
TRUSTEE OF ALEXANDER ESTATE 
The Guaranty Trust Company of New 

York is named as trustee of the estate of 

the late James Strange Alexander, who died 

on July 26th and was formerly chairman of 
the board of the Guaranty Trust Company, 
following absorption of the National Bank 
of Commerce of which Mr. Alexander had 
been president for many years. No definite 
statement is made as to the value of the 
estate and in bequeathing $10,000 to his 
wife, the ‘testator noted in his will that he 
had made other provisions for her during his 
life time. Two-fifths of the residue is be- 
queathed to his son, James S. Alexander, Jr., 

of Scarsdale and another two-fifths to a 

married daughter. The remaining one-fifth 

is left in trust for two grandchildren. 


The White County Loan Trust & Savings 
Bank and the State Bank have been merged 
at Monticello, Ind., with capital of $65,000. 

The Peoples Bank & Trust Company of 
Passaic, N. J., of which N.’ H. Dosker is 
president, has adopted the group insurance 
plan for its 106 employees. The policy was 
issued by the Prudential Insurance Company 
of America. 
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THE FIRST HUNTINGTON 
NATIONAL BANK 


HUNTINGTON, WEST VIRGINIA 


oo Chin. 


Complete— 


Commercial Banking Service 


Fiduciary Service 


oC. 


CAPITAL $2,000,000.00 
SURPLUS $1,000,000.00 


C. M. GOHEN, PRESIDENT 
C. A. BOONE, VicE-PRESIDENT ano CASHIER 


HOMER GEBHARDT, VICE-PRESIDENT AND 
TRUST OFFICER 








FUNDS ADMINISTERED BY COMMUNITY 
TRUSTS 


Representatives of a score of New York 
banks and trust companies meeting at the 
Bankers’ Club recently to inaugurate the 
tenth year of operations of the New York 
Community Trust received reports showing 
that the seventy-five community trusts of the 
country now administer funds approximating 
$37,000,000 for charitable purposes and that 
distribution therefrom has reached a volume 
of about $1,000,000 annually. The New York 
Community Trust has approximately 20 per 
cent of the total principal and appropriates 
roughly the same percentage of the aggregate 
disbursements. 

Community Trust funds have risen rapidly 
from $15,000,000 at the close of 1927 to $387,- 
000,000 at the close of 1981. Appropriations 
correspondingly mounted from $803,000 in 
1929, to $941,000 in 1930 before reaching the 
million mark last year. The New York Com- 
munity Trust’s appropriations of $190,168 
last year topped those of any previous year, 
but disbursements of $97,554 for six months 
of the present year indicates that 1932 may 
establish another new high. 


RECORD EMPLOYEE INSURANCE 
TRANSACTION 

A plan for employee insurance which em- 
braces both the group and ordinary life in- 
surance features, has been negotiated in be- 
half of employees of the Associated Gas & 
Electric Company and which is the largest 
single transaction of the kind on record. The 
underwriting, which has thus far attained 
$54,000,000, is accomplished jointly by the 
Prudential Insurance Company, the John 
Haneock, Equitable Life and Aetna compa- 
nies. Up to the present, 13,212, or more 
than 90 per cent of the employees, have sub- 
seribed to $25,146,000 of ordinary life and 
$28,505,500 of group insurance. Under the 
plan, the Associated Gas & Electric Company 
will pay approximately 70 per cent of the 
premiums on the group insurance and about 
30 per cent of the cost (premiums less divi- 
dends) of the ordinary policies. The bal- 
ances, in each case, will be borne by the 
employees. 


FOREIGN TRUST COMPANIES IN 
FLORIDA 

The Attorney General of Florida has ren- 
dered an opinion to the effect that foreign 
trust companies must obtain a charter under 
the laws of that state in order to exercise 
trust powers. The Attorney General states 
that provisions of the law in effect since 
June 7, 1923, applying to trustees, executors 
and administrators under the will of a resi- 
dent only (and not of a non-resident) makes 
it unlawful for any corporation or associa- 
tion to exercise any trust functions author: 
ized to be exercised by trust companies, or 
associations, or to exercise any duties or 
powers, or enjoy the enrollments, profits or 
benefits granted by the Legislature to corpo- 
rations and/or associations, unless such cor- 
porations and/or association first obtains a 
charter under the Florida laws granting the 
exercise of such powers, duties and functions. 


Payments by life insurance companies to 
policyholders and beneficiaries in New York 
State during 1931 amounted to $517,000,000. 

Organization of the Banco de Puerto Rico 
with capital of $2,500,000 at San Juan is a 
step in the direction of proposed consolida- 
tion of all Puerto Rican organized banks into 
one system. 


Amendment to regulations has been pro- 
mulgated by the Commissioner of Internal 
Revenue which removes $614,742,100 from the 
list of Treasury certificates and notes ac- 
ceptable for payment of income and profits 
taxes, 
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Curnton D. Burpick 
President 


Freperick P. ConpitT 
Executive Vice-President 


New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 


176 BroaDway 
New York 


TRUST FACILITIES PROVIDED BY CHASE 
NATIONAL IN ENGLAND 


In an article in The Chase, the monthly 
magazine issued by the Chase National Bank 
of New York, there is a description of the 
London offices of the bank and attention is 
directed to the facilities for trust service 
which is provided by the Chase National 
Executors and Trustees Corporation, Limited, 
which was organized in June, 1930. Under 
the laws of England foreign corporations are 
not permitted to engage in trust business 
and an English trust company with full 
power under the statutes is necessary for 
that purpose. 

The Chase National Executors and Trus- 
tees Corporation is the trust organization of 
the London branches and provides for the 
administration of estates with the corpora- 
tion acting as executor, administrator, testa- 
mentary trustee, guardian of the estates of 
minors, committee of the property of incom- 
petents and trustee under voluntary trusts of 
all kinds. The directors of the Corporation 
are John M. Wallace, John M. Gauntlett. 
John Gibson, Francis H. H. Simpson and 
Roland «. Riggs. The manager and director 


175 REMSEN STREET 
BROOKLYN 


is Mr. Riggs, assisted by W. H. Larwill as 
secretary. 

The London branches of the Chase Na- 
tional are the Moorgate Branch and the Bush 
House Branch. The former is located close 
to the Bank of England and the Royal Ex- 
change. The Bush House Branch is located 
in Bush House, Aldwych and is popular with 
foreign and American travelers. 


VIRGINIA TRUST COMPANY 

The Virginia Trust Company of Richmond 
reports substantial increase in trust business 
and particularly the creation of living trusts. 
This company has since its organization de- 
voted its activities and services chiefly to 
the administration of fiduciary accounts and 
has an enviable reputation which extends 
throughout the South. 3anking resources 
under date of June 30th, were $7,811,790 with 
cash on hand and in banks, $1,037,466; bonds 
and investments, $2,545,100; loans and dis- 
counts, $3,675,748. Capital stock is $1,000,- 
000; earned surplus, $1,000,000; undivided 
profits, $299,905; reserve for contingencies, 
ete., $874,526. 
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The Real Estate 
Trust Co. 


of Philadelphia 


Solicits Deposits of Firms, 
Corporations and Individuals 


Interest Allowed 


Is fully equipped to handle all 
business pertaining to a Trust 
Company, in its Banking, Trust, 
Real Estate and Safe Deposit 
Departments. 


SaAMuEL F. Houston, President 





WHAT IS A CHARITY? 

As tax exemptions are strictly construed 
it is often important to determine whether 
a given beneficiary conforms to the legal 
definition of a charitable trust. It is a com- 
mon error even among lawyers to assume 
that fraternal associations are charities. The 
test of a charity in this respect is the in- 
definiteness of the beneficiaries. In the well- 
known Slocum Case in New York a fund 
raised for the relief of the injured survivors 
and families of those who perished in the 
burning of the excursion steamer “General 
Slocum” was held not a charity because the 
passengers of the Slocum were a church so- 
ciety and the roster of the society was a 
limited list of definite persons. 

A similar case recently came before the 
Wisconsin Supreme Court. The will of Eliza 
Prange bequeathed a fund to the Security 
National Bank upon trust to defray the cost 
of room rental at a hospital for members of 
the H. C. Prange Company Mutual Aid So- 
ciety in need of hospital care and attention. 
This society was unincorporated and restrict- 
ed to employees of the H. C. Prange Com- 
pany and formed to create a fund to pay to 
members certain sick, accident and death 
benefits, Membership dues were payable and 
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only those in good standing were entitled to 
benefits. 

The County Court held that this bequest 
was not tax exempt as given to banks or 
trust companies as trustees for religious, hu- 
mane or charitable purposes. The Wiscon- 
sin Supreme Court held that the society was 
organized to promote the interests of its 
members who pay dues and was in reality 
a mutual benefit association and that the be- 
quest was taxable. 


MERGER OF TWO LEADING FINANCIAL 
ADVERTISING AGENCIES 

Merger negotiations have been completed 
which will unite the services, personnel and 
facilities of two of the largest financial ad- 
vertising agencies having headquarters in 
New York, namely Albert Frank & Company 
and Rudolph Gunther-Russell Law, Ine. The 
new company is to be known as Albert 
Frank-Gunther Law, Inc., and will occupy 
an entire floor of the 60 Wall Tower Build- 
ing. sranches will be maintained in Phila- 
delphia, Chicago, Boston and San Francisco 
with correspondents in London and Berlin. 

The chairman of the board of directors of 
the merged companies will be Rudolph Guen- 
ther. Frank J. Reynolds will be president, 
Russell Law will head the executive com- 
mittee, John H, Schwarting will be first vice- 
president, James McKay treasurer, R. J. 
Herts vice-president and secretary, and E. G. 
MeAdie assistant secretary. 

The executive committee will consist of 
George Borst, V. J. Cevasco, E. T, Corrigan, 
Rudolph Guenther, R. J. Hertz, Russell Law, 
F. J. Reynolds and J. H. Schwarting. 

In addition to the members of the execu- 
tive committee the board of directors will 
have as members Curtis N. Browne, F. 8. D. 
Cruikshank, E. W. Kimmelberg and Louis H. 
Strouse. 

Properties to be controlled by the merged 
agencies include a typographic plant and 
printing as well as servicing facilities. 


The Ninth Bank & Trust Company of 
Philadelphia reports trust funds of $14,- 
817,000 and banking resources of $21,947,000. 

Leading manufacturers of Reading, Pa., 
have subscribed to $500,000 additional capi- 
tal to effect reorganization of the Farmers 
National Bank & Trust Company, in oldest 
bank in Berks County and organized in 1814. 

Thirty-five of the fifty-five largest banks in 
America are depositors in the Guardian Na- 
tional Bank of Commerce of Detroit, which 
is a unit of the Guardian Detroit Unicu 
Group. 
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TOM K. SMITH RECEIVES AWARD FOR 
CIVIC SERVICE 

Tom K. Smith, president of the Boatmen’s 
National Bank of St. Louis was recently 
awarded the 1932 prize for outstanding civic 
service. The prize consists of $1,000 cash and 
is derived from a fund established by an 
anonymous donor, amounting to $10,000 from 
which annual awards are to be made over 
a period of ten years. The committee in 
charge of the award, consisting of J. Lion- 
berger Davis, Dean Alphonse M. Schwitalla 
of the St. Louis University Medical School, 
George T. Moore, Charles Nagel and Gilbert 
Harris, were unanimous in designating Mr. 
Smith in handing in their slips. 

The award is chiefly based upon the zeal- 
ous and valuable work accomplished by Mr. 
Smith as chairman of the St. Louis Citizens 
Committee on Relief and Unemployment. 
When the $1,000 check was handed to Mr. 
Smith he promptly turned it over to the re- 
lief fund. 


NEW BOOKS 
“BANK MANAGEMENT” by J. F. Ebersole, Prof. 
of Finance, Harvard University. Mce- 
Graw-Hill 1931; 628 pps. $5. 

A case book providing factual illustrations 
of the major problems of bank management, 
cited from actual practice and data. Much 
attention is given to credit and loan practice 
on various types of security, with a study of 
portfolio liquidity. Practices and policies of 
loan and investment officers are outlined. 
emphasizing procedure according to types of 
advances or investments. One chapiter deals 
with trust functions and includes interesting 
exhibits on operating policies. 

“THE Worip'’s ECONOMIC CRISIS AND THE 
Way or Escape” by Sir Arthur Salter, 
Sir Josiah Stamp, J. Maynard Keynes, 
Sir Basil Blackett, Henry Clay and Sir 
W. H. Beveridge. Published by the Cen- 
tury Company, New York, 1932; 185 pps. 
$1.75. 

This study of the present world depression 
by six outstanding British economists, is an 
expert analysis of present economic condi- 
tions, and a constructive examination of un- 
derlying problems. Each contributor at- 
tempts to uncover elements constituting pos- 
sibilities for solution. This symposium af- 
fords an authoritative picture of the eco- 
nomic world today. 


Vernon Wooten has been appointed assist- 
ant manager of the mortgage loan depart- 
ment of the Trust Company of Georgia at 
Atlanta. 





METROPOLITAN 
TRUST SERVICE 
throughout California 
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In 243 California cities in which 
there are Bank of America 
branches, you and your clients 
may secure metropolitan fidu- 
ciary service— complete, indi- 
vidual and interested — super- 
vised by the Bank of America 
Trust Departments in Los 
Angeles and San Francisco. 


For further information, you 
are invited to address our Los 
Angeles or San Francisco offices. 


: Bank of America 


National Trust & Savings Association 


CALIFORNIA 


4 Bank of America National Trust & Savings 


Association ... a National Bank and Bank of 


3 America ... a California State Bank are identical 


in ownership and management . . . 410 offices 
in 243 California cities. 
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Empire Crist Company 


MAIN OFFICE: 
Equitable Building 


120 BROADWAY, NEW YORK 


FIFTH AVENUE OFFICE: 
Empire Trust Company Building 
580 FIFTH AVENUE. Corner 47th Street 
HUDSON OFFICE: 
Metropolitan Opera Building 
1411 BROADWAY, Corner 39th Street 


LONDON OFFICE: 
28 CHARLES STREET, HAYMARKET, S.W. 


AGENT FOR THE SALE OF UNITED STATES, NEW YORK STATE and PENNSYLVANIA 
STOCK TRANSFER TAX STAMPS 


VOUUUUAUONNGOOOONAOAALEAAOOUAONENUOUDGNAUUTAAATA NAAT 


= 
= 


J 


i 


| 


PUQDUALENNUEANE NITY 


COMPANIES 


IUUAAUUGULANNQOQQQQQQUUACUUOEESAAOQONOC0OULEA EET ELAEUUAOONOOU LEEDS 


Empire Safe Deposit Company 
SAFE DEPOSIT VAULTS AT ALL OFFICES 


ere MATT TTT TTT 
| HUE 





FOURTH ANNUAL NEW JERSEY TRUST 
CONFERENCE 

The fourth annual trust conference of the 
New Jersey Bankers Association will be held 
November 17-18 at the Alexander Hamilton 
Hotel in Paterson, N. J., according to an- 
nouncement by Letterhouse, chair- 
man of the association’s committee on trust 
matters. Mr. Letterhouse is trust officer of 
the Commercial Trust Company of New Jer- 
sey in Jersey City. 

William K. Paton, vice-president of the 
Paterson Savings Institution, has been named 
chairman of the Paterson committee which 
will have charge of arrangements for the 
conference. The committee on trust matters 
of the New Jersey Bankers Association, 
headed by Mr. Letterhouse, is composed of 
the following members: W. H. Blor, assis- 
tant vice-president and trust officer, Trenton 
Trust Company; H. Douglas Davis, vice- 
president and trust officer, Plainfield Trust 
Company; Walter H. Gardner, vice-president 
and trust officer, Passaic National Bank & 
Trust Company; William E. Hocker, vice- 
president and trust officer, National Newark 
& Essex Banking Company, Newark; Harvey 
S. Hopkins, trust officer, Newton Trust Com- 
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pany; Earl 8S. Johnson, vice-president and 
trust officer, Savings Investment & Trust 
Company, East Orange; Jay Knox, assistant 
trust officer, First Camden National Bank & 
Trust Company; William K. Paton, vice- 
president, Paterson Savings Institution; 
Herman M. Sypherd, vice-president and trust 
officer, Guarantee Trust Company, Atlantic 
City. 


Roy E. Schoemaker, former assistant cash- 
ier of the Red Oak National Bank of Red 
Oak, Ia., has been elected cashier of the Red 
Oak Trust & Savings Bank. 

The Supreme Court of Alabama, in a re- 
cent test case, has upheld the statute of that 
state which defines practice of the law. 

The American Trust Company of Char- 
lotte, N. C., reports banking resources of 
$19,943,844 with deposits of $17,399,931; capi- 
tal, $1,200,000; surplus and undivided profits, 
$1,190,000. 

John Veenhuyzen, vice-president of the 
Security-First National Bank of Los Angeles, 
has been elected vice-president for California 
of the Trust Division, American Bankers 
Association. 
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IMPORTANT CONTRACTS AWARDED 
TO YORK 

The Springfield Safe Deposit and Trust 
Company of Springfield, Mass. has selected 
the York Safe and Lock Company of York, 
Pa, to build and install its vaulis in its new 
building. This equipment will be one of the 
most impressive vault installations in New 
England. In conjunction with this eyuip- 
ment, three main entrances will be required. 

The York Safe and Lock Company of 
York, Pa. is also installing the vault equiv- 
ment for the South Carolina National Bank 
of: Charleston, S. C. Three other panks in 
the South are about to receive new installa- 
tions. 

The First National Bank & Trust Company 
of New Haven, Conn. has recently placed an 
order with the York Safe and Lock Company 
of York, Pa, for a new vault equipment, in- 
cluding a 15-inch rectangular vault door, safe 
deposit boxes, ete. 

The York Safe and Lock Company will 
also furnish a 10-inch vault door to the Dry 
Dock Savings Inst. of New York City. 
TRUST ASSETS OF THE FAILED BANK OF 

THE UNITED STATES 

When the Bank of United States failed in 
New York in December, 1930, a large volume 
of trust assets were carried in the trust de- 
partment of the bank. Because of the rigid 
laws of protection surrounding the admin- 
istration of estates and trusts it was found 
that trust assets were segregated and intact 
despite the unscrupulous manner in which 
the banking activities of the institution were 
managed. Under provision of the New York 
the trust were taken over by the 
state banking department and the business 
as well as all obligations attended to with- 
out interruption or embarrassment to trust 
clients. The work of liquidating the trust 
business has been in charge of Fletcher G. 
Crane, bank examiner who advises that his 
task is nearing a satisfactory completion and 
that not one dollar of trust or estate funds, 
both as to income and principal, has been 
lust to beneficiaries by reason of the failure 
of the bank. 


assets 


Sechans has been advanced 
to treasurer of the 
of Glen Ridge, 


C. A. Vander 
from assistant secretary 
Glen Ridge Trust Company 
Pecans 

Four banks of Lee County, Virginia, are 
embraced in merger plans with principal 
office at Pennington Gap. 

John McGrath is president of the recently 
opened Sedalia Bank & Trust Company of 
Sedalia, Mo., with D. 'S. Lamm, vice-president 
and W. R. Courtney, treasurer and cashier. 


BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Mgr., Estate Protection Dept., Paul S. Clark 
Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life insurance to preserve stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all 
aspects of the services, establishment, promotion 
and administration of insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 
TRUST COMPANIES BOOK DEPARTMENT 


Two Rector Street, New York 





LIABILITY FOR DEPOSIT OF PUBLIC 
FUNDS 


In an opinion announced by Attorney-Gen- 


eral Oscar Carlstrom of Illinois, it is held 
that treasurers of towns or school districts 
cannot be relieved of liabilities for funds in 
closed banks by release or waiver approved 
by boards of municipalities of which they 
are treasurers. If such waivers are signed 
by treasurers they are signed as individual 
depositors, the opinion states. 

The Illinois legislature has passed a bill to 
which the Governor has affixed his signature 
providing for the release from responsibility 
by county collectors for all funds deposited 
in accordance with the provisions of the Act. 
Companion bills extend these provisions to 
city and village treasurers (except Chicago), 
townships, treasurers, ete. 

Frank J. Maurice, executive vice-president 
of the Union Guardian Trust Company of 
Detroit, has been elected vice-president of 
the Trust Division, American Bankers Asso- 
ciation, representing the state of Michigan. 

Overton D. Dennis, president of the Do- 
minion Oil Company of Richmond, Va., has 
been elected a member of the board of di- 
rectors of the State-Planters Bank & Trust 


Company of Richmond. 
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INDUSTRIAL 
CENTER... 


When corporations and 
individuals move from 


your city to the Newark 


territory, give them a 
letter of introduction to 
New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


« Member Federal Reserve System ¢ 


NEWARK, NEW JERSEY 








BROAD SCOPE OF NATIONAL CITY BANK 
SERVICES 

The National City Bank of New York, 
which recently celebrated the 120th anniver- 
sary of its founding in 1812, is a world-wide 
organization with scope of facilities embrac- 
ing important interests and not overlooking 
requirements of small business and borrow- 
ers. When Charles A. Mitchell, now chair- 
man, first became president in 1921 the capi- 
tal of the bank was $40,000,000 which has 
since been increased to $124,000,000. The 
foreign branch service was inaugurated in 
1914 with the establishment of an office in 
Buenos Aires and today the bank has some 
99 branches in 24 foreign countries with 
correspondents in all principal cities of the 
world. 

Notwithstanding its size the National City 
Bank has given attention to the banking re- 
quirements of small business and the in- 
dividual of modest means; especially through 
its 72 branches located throughout Greater 
New York. In 1922 compound interest de- 
partments were established in all the branch 
offices and the number of such accounts 
total over 650,000 with deposits of $150,000,- 
000. To assist salaried and professional 
workers the bank also introduced personal 


loan facilities on a straight six per cent dis- 
count basis with repayments spread over a 
year. At the close of last year the personal 
loan departments had made 77,000 loans ag- 
gregating over $25,000,000. This service has 
been a boon during the past year or two to 
many small borrowers. 


THE NATIONAL SHAWMUT BANK 

Combined resources of $186,361,740 are 
shown in the June 30th statement of the 
National Shawmut Bank of Boston, includ- 
ing cash on hand and in banks, $26,541,512; 
U. S. Government securities, $27,547,334; 
short term municipals, $24,751,882. Depos- 
its total $142,848,146. Capital is $20,000,000; 
surplus and undivided profits $11,910,619 and 
reserves $1,687,000. 


Mrs. Zane Grey, wife of the well-known 
novelist of western tales, has been elected 
president of the Altadena National Bank of 
California. 

Robert W. Groves has been elected chair- 
man of the board, succeeding Leopold Adler, 
at the Savannah Bank & Trust Company of 
Savannah, Ga. John J. Cornell has been 
elected president, succeeding Anton P. 
Wright. 
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New York 


VIGOROUS ADVANCE ON THE STOCK 
MARKET 

The vigorous and somewhat spectacular 
advance in prices and large volume of trad- 
ing on the New York Stock Exchange, which 
has persisted since the middle of July de- 
spite so-called “technical reactions” and 
profit selling, appears to have exerted an 
encouraging influence upon business and 
other markets generally. Whether hopes 


that the depression has now definitely passed 
and the country is to witness progressive ad- 
vancement are fulfilled, or doomed to defeat 
as on several other occasions since the 1929 
crash, the fact remains that there is a pro- 


nounced change for the better in public sen- 
timent. Naturally, the trend of trade, in- 
dustrial production and commodity prices 
will be watched with more eager interest for 
signs to bear out the speculative fervor on 
the stock exchange, which, despite some signs 
of investment buying, continues largely of 
professional character. 

Although the barometers of business and 
industrial activity fail to indicate any sub- 
stantial increases, there is unquestionably a 
new feeling of optimism throughout the coun- 
try and it is not beyond probability that this 
upturn in stock prices may serve to kindle 
confidence and give such stimulus to trade 
and employment of abundant sources of 
credit, which are so essential to rout the 
entrenched forces of Old Man Depression. 
Perhaps most significant is the rise and 
marked improvement in bond prices, which 
appear to have a support quite independent 
of variations on the stock market. Other 
favorable factors that may be regarded as 
contributing to an improved situation is the 
renewed confidence in the dollar, the return- 
ing increase in gold reserves, the sentimental 
effect of the Lausanne conference agreement 
practically eliminating the troublesome bug- 
bear of German reparations from the inter- 
national arena; the rise in wheat, cotton 


prices and the signs of a real sustained ad- 
vance in wholesale commodity prices as well 
as reports of more robust inquiries in trade 
circles. The dread occasioned by numerous 
bank failures has also been dissipated by the 
steady reduction in number of closings with- 
in the past two months and the adjournment 
of Congress has likewise had a wholesome 
reaction, President Hoover’s acceptance 
speech, while disappointing to some on mat- 
ters of war debt and tariff, is accepted as a 
favorable factor. Meanwhile the various im- 
portant agencies of Government and legisla- 
tion for economic reconstruction and release 
of credit, have been set in motion with re- 
sults that justify hopes of sustained recovery 
in prices, trade, industrial output and em- 
ployment. 


RENEWED STRENGTH IN BANK AND 
TRUST COMPANY STOCK MARKETS 


It was natural that the rise in stock mar- 
ket prices should have found reflection in 
the market for bank and trust company 
stocks, not only in New York, but also 
throughout the country. Discerning invest- 
ors recognize that the market values of 
soundly managed banks and trust companies 
in New York and elsewhere have been sadly 
depressed below intrinsic values and record 
of earnings. Some of the stocks of leading 
banks and trust companies have made most 
vigorous advances since the middle of July 
and with the subsidence of apprehension 0oc- 
sasioned by bank closings in various parts 
of the country, there is good reason to an- 
ticipate a broader investment demand for 
the shares of banks and trust companies, es- 
pecially of those which have registered fairly 
well maintained earning records during the 
first half of the year. With the stimulation 
in trade and industry giving new impetus 
to the use of stored up reserves and credit, 
it is fair to assume that bank and trust 
company stocks will be among the first to 
respond to definite improvement. 
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LARGE NEW YORK BANKS AND TRUST 
COMPANIES MAINTAIN EARNING 
POWERS 
A statistical summary shows that net prof- 
its before charge-offs and extraordinary re- 
serves of the twenty largest commercial 
banks and trust companies in New York out 
of the total of sixty-four, amounted to $69,- 
605,000 for the first six months of 1932, or 
46 per cent of the $149,666,000 earned by 
these institutions in the entire year of 1931. 
Of the twenty banks included in the tabu- 
lation, seven are actually earning at an an- 
nual rate greater than during 1931. The 
earnings of the twenty banks for the first 
half of 1932 were equivalent to 4.3 per cent 
on their capital funds compared with the 
1931 earnings for the full year of 8.1 per 
cent. Dividends paid by the twenty banks 
during the six months ended June 30, 1932 
aggregated $53,724,000, which was 77 per cent 
of the earnings for the period before charge- 
offs. For the full year 1931 these banks paid 
$126,166,000 in dividends, or 84 per cent of 

the $149,666,000 earned. 


LABOR BANK IN NEW YORK CITY 
TO REOPEN 

After months of negotiation a new and ac- 
ceptable reorganization plan has been adopt- 
ed to enable the closed Federation Bank & 
Trust Company of New York City to reopen 
for business and assure protection to 30,000 
depositors with deposits of $12,170,000, most 
of such accounts held in behalf of union 
labor men and wage earners. It is stated 
that the sum of $1,500,000 necessary to re- 
open has been assured. Of this sum $1,000,- 
000 has been provided through Owen D. 
Young in association with industrialists and 
others. Petition for resumption of business 
must receive approval of State Banking Su- 
perintendent and the Supreme Court. 





NEW YORK AS STRONGEST FIELD FOR 
MORTGAGE LOANS IN AMERICA 

In the semi-annual report of the Lawyers 
Mortgage Company of New York, surveying 
the successful operations, earnings and sales 
of guaranteed mortgages for the first half of 
the current year, President Richard M. Hurd 
comments on the mortgage situation particu- 
larly as related to New York City. He says 
in part: 

“New York is the largest and richest city 
in the world, located and _ continuously 
evolved by powerful economic forces. It 
has a population, within commuting distance, 
of 11,500,000 with an annual increase of 125,- 
000 people. Despite diminished business and 
lower rentals, New York City real estate is 
the soundest and strongest field for mortgage 
loans in America. One important element of 
future strength is that for a number of years 
there has been practically no building in the 
City of New York. Population has continued 
to increase, but on diminished incomes small- 
er living accommodations have been utilized. 
When business activity resumes, salaries and 
wages will increase and better living ac- 
commodations will be in demand, which will 
first fill up present vacancies and later call 
for renewed building operations.” 


Charles F. Noyes, president of Charles F. 
Noyes Company, Inec., has been elected a 
member of the advisory board of the 320 
Broadway office of the Chemical Bank & 
Trust Company of New York. 

Frederick E, Goldmann has been elected a 
vice-president of the Harriman National 
Bank & Trust Company of New York. 

The Bank of New York & Trust Company 
is depository for the debenture holders’ pro- 
tective committee for $2,500,000 of ten-year 
6 per cent convertible bonds of the Valspar 
Corporation, due on February 1, 1940. 
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ORGANIZATION OF COMMODITIES 
CREDIT CORPORATION 

In order to facilitate the financing of the 
sale of raw materials and commodities to 
fabricators the banks of the New York Clear- 
ing House Association are considering plans 
for the organization of a $100,000,000 finance 
corporation. Funds for the corporation will 
be obtained through the sale of debentures to 
the clearing house banks at a fixed rate, pro- 
portional to capital and surplus or deposits 
and out-of-town banks will also be invited 
to subscribe. The original plan is for New 
York Clearing House banks to underwrite an 
issue of $100,000,000 income debentures. In 
issuing credits the corporation will utilize 
various credit instruments, but in general 
such credits will be issued against negotiable 
instruments drawn in such manner as to 
make them eligible for purchase or discount 
by the Federal Reserve banks, 


THE STORY OF FORTY WALL STREET 

An interesting story surrounds the assem- 
bly of the present plot of ground upon which 
the Bank of Manhattan Trust Company and 
the Manhattan Company Group are located 
and the nucleus of which was the acquisition 
of the premises at 40 Wall street back in 
1799. In the first place the Manhattan Com- 
pany holds the record of occupying the site 
of 40 Wall street continuously since 1799 
with the exception of short periods occa- 
sioned by periods of new building construc- 
tion. Another interest chapter is that which 
shows that the present assembly of land on 
which the huge 72-story Manhattan Com- 
pany Building is located, represented a capi- 
tal investment of $311,510 which now yields 
in income for the land rent to the Bank of 
Manhattan Trust Company per annum 
$500,000 net. The trust company, although 
owner of the land, exercises no control and 
has no investment in the Manhattan Com- 
pany Building. 

The historical summary of how the “Forty 
Wall Street” property was acquired and the 
additions thereto, is contained in a folder 
which contained the last quarterly dividend 
on Manhattan Company stock. 

The City Bank Farmers Trust Company 
of New York has been appointed registrar 
of $10,000,000 of debentures of the Brook- 
lyn Union Gas Company first lien and re- 
funding mortgage 5 per cent Series B gold 
bonds due on May 1, 1937, and registrar for 
the $30,000,000 twenty-five-year 5 per cent de- 
bentures, due on July 15, 1957, of the Con- 
solidated Gas Company of New York. 
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AGENCY APPOINTMENTS FOR CHASE 
NATIONAL BANK 

The Chase National Bank of New York 
announces recent agency and registrar ap- 
pointments as follows: Transfer agent of 
capital stock of Majestic Fire Insurance Com- 
pany of New York; transfer agent of capital 
stock of Snider Packing Corporation; trans- 
fer agent of 1,800,000 shares of common $1 
par value stock of National Bellas Hess, 
Ine.; transfer agent of first preferred, second 
preferred stocks and common stock of the 
Crosse & Blackwell Company; registrar for 
the preferred and Class A stocks of the Con- 
solidated Electric and Gas Company and for 
the $4 preferred and Class A stocks of the 
Central Public Utility Corporation; registrar 
for voting trust certificates representing $3 
convertible preferred stock, series A, and 
common stock of Phoenix Securities Corpora- 
tion. innate 


The 132 reporting trust companies of the 
State of New York reported combined re- 
sources of $7,101,164,355 as of June 30th with 
deposits of $5,439,353,891; capital, $443,117,- 
500; surplus and undivided profits, $769,526,- 
338, and reserves for taxes, contingencies, 
ete., $129,616,392. 
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BOND AND MORTGAGE GUARANTEE 
COMPANY 

The net earnings of the Bond and Mortgage 
Guarantee Company of New York for the 
first six months of 1932, after charging off 
all losses made on foreclosed real estate sold, 
were $1,910,000 as compared with $1,905,000 
a year ago. They were $660,900 in excess of 
the dividend requirement of $1,250,000. Of 
this excess $550,000 was transferred to re- 
serve for contingencies and $110,000 was 
added to surplus. 

However, even with this very satisfactory 
showing, in order to strengthen the position 
of the company still further, the directors 
have declared a quarterly dividend of $0.80 
a share, payable August 15, 1932, to stock- 
holders of record at the close of business 
on August 5, 1932, instead of $1.25 a share 
previously paid. 


Plans are nearing completion for opening 
of the Community Bank of Newark, N. Y., 
which will replace the closed Arcadia Trust 
Company and the First National Bank of 
Newark. The new institution will have a 
eapital of $100,000, surplus of $75,000, and 
a reserve of $25,000. 


FIRST ANNUAL REPORT OF FIDUCIARY 
TRUST COMPANY 

The remarkable records of growth and suc- 
cessful financial management achieved by the 
Fiduciary ‘Trust Company of New York dur- 
ing the first year of its operation, ended May 
31, 1932 are set forth in some detail in the 
annual report dated July 15th and submitted 
by Chairman Pierre Jay and President Dan- 
iel W. MacCormack. The substantial volume 
of trust and deposit business acquired and 
the fact that operating income on an annual 
basis at the end of the first twelve months 
represented earnings of $249,000 as against 
expenses of $243,000 must be regarded as 
a tribute to the management and the distinc- 
tive policies pursued. 

The experience of the Fiduciary Trust 
Company acquires additional interest and 
significance because its scope of service and 
activities are confined to fiduciary business 
of a personal and investment management 
nature. Deposit business is limited to check- 
ing accounts and time deposits of individuals, 
firms and corporations and cash balances of 
fiduciary accounts, with interest at current 
rates, usual personal banking facilities and 
loans on collateral. 

The company has no commercial credit or 
security commitments. It is in position to 
meet entire deposit liabilities within twenty- 
four hours by reason of keeping deposits in- 
vested in readily available loans and securi- 
ties as befits a fiduciary institution. Such 
liquidity enhances the services of the or- 
ganization as depositary for the funds of in- 
dividuals, firms, charitable and educational 
institutions and for reserve balances of cor- 
porations. At the end of the first year de- 
posits had been accumulated of $4,886,000 
and fiduciary business amounting to $29,367,- 
000. 


ROCHESTER TRUST AND SAFE DEPOSIT 
COMPANY 

The half-yearly financial statement of the 
Rochester Trust & Safe Deposit Company of 
Rochester, N. Y., shows combined resources 
of $45,884,068 including cash on hand and in 
banks of $5,965,327; U. S. Government and 
municipal bonds, $2,625,410; bonds and mort- 
gages, $13,019,668; other bonds $7,558,662; 
demand and time loans of $13,559,000. De- 
posits total $40,748,449. Capital is $1,000,000 ; 
surplus and undivided profits, $3,500,000; re- 
serve for taxes and contingencies, $635,619. 


Elliott McEldowney has succeeded Frank 
L. Blanchard as director of advertising and 
publicity of the Henry L. Doherty & Com- 
pany and the Cities Service Company. 
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APPRAISAL OF ALEXANDER S. 
COCHRAN ESTATE 

A recent appraisal of the estate of the 
late Alexander Smith Cochran, philanthro- 
pist and president of the Alexander Smith & 
Sons Carpet Company of Yonkers, N. Y.; 
placed the net value at $38,977,237. Mr. 
Cochran died at Saranac Lake, June 20, 1929 
and at the time owned securities worth $38,- 
143,000, exclusive of stock of the carpet com- 
pany which had been transferred prior to 
his death. Bondholdings appraised at $27,- 
804.724 at time of Mr. Cochran’s death, while 
showing a shrinkage at current valuations, 
the decrease is small as compared to decrease 
of value in stock holdings. On an appraisal 
of $10,528,000 on important stock holdings 
the present valuation is given at $2,276,000. 
Inheritance tax payable to New York State 
on the estate is approximately $5,000,000. 
Thomas Ewing, Jr., a nephew and one of 
the executors, is the beneficiary of the residu- 
ary estate of $19,144,000 after payment of 
other bequests of charitable and personal 
nature. 


CHARLES MILLER RAMSDELL 

Charles Miller Ramsdell, vice-president of 
the Manufacturers & Traders Trust Com- 
pany of Buffalo and son of Harry T. Rams- 
dell, former president of the same institution, 
succumbed July 31, in the General Hospital 
from complications following an operation. 
He was only forty-seven years old and mem- 
ber of one of the oldest and most prominent 
Buffalo families. His father is still active 
as a director of the M. & T. Trust Company. 

Mr. Ramsdell was born in Buffalo and 
after attending schools in Buffalo, the Phil- 
lips Andover Academy, graduated from Yale 
in 1909. He began his banking career with 
the M. & T. Trust Company as messenger 
and gradually worked his way to respon- 
sible positions. During the World War he 
enlisted in the United States Naval Auxiliary 
Reserve, rendering valuable service overseas 
and was mustered out as quartermaster, 
third class. He then returned to the bank 
and also became active in Buffalo civic af- 
fairs. He became director and treasurer of 
the Charities Organization Society, member 
executive committee of the Lorenzo Bur- 
rows Post, American Legion and treasurer of 
the Urban League of Buffalo. He was also 
active in the affairs of the Trust Division of 
the American ‘Bankers ‘Association, the Re- 
serve City Bankers’ Association and also for- 
merly as chairman of Group One of New 
York State Bankers’ Association. He is sur- 
vived by his wife and a sister. 
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A study of the fundamental change now 
taking place in the character of Private 
Property. This book is an essential to the 
understanding of our modern economy, of 
the organizing of enterprise, and of the 
problems of investment. 
Professor W. Z. Ripley, in the ‘“‘New York 
Times,” Sunday, July 24, 1932, says: 

“Three economic trends, each of profound 


importance as an economic iatt are described 
in the book. 


“First, the rapid increase in the number of 
stock holdings and especially of modest ones. 
“Second, the marked and ever accelerating 


growth in wealth controlled by very large cor- 
porations. 


“Third, the actually considerable and poten- 
tially complete divorce of ownership from con- 
trol, especially as respects companies of the 
greatest magnitude.” 
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MARINE MIDLAND TRUST TO DIVEST 
ITSELF OF SECURITIES AFFILIATE 


The Marine Midland Trust Company of 


New York has advised its stockholders by 
circular letter of a proposed plan to divest 
itself of its securities affiliate, known as 
the Fitrust Corporation and which was or- 
ganized by the Fidelity Trust Company prior 
to reorganization as the Marine Midland 
Trust Company as the New York affiliate 
of the Marine Midland Corporation. It is 
proposed to offer the stock of the Fitrust 
Corporation, now owned by the Marine Mid- 
land Trust Company of New York for sale 
to the Marine Midland Corporation. In order 
to reduce both the transfer tax which will 
be payable on above transfer and the annual 
franchise tax of the corporation, it is pro- 
posed to recapitalize the corporation. Here- 
after the office of the corporation will be 
at Buffalo, N. Y. 


James A. Cameron has been elected an as- 
sistant secretary of the Union Trust Com- 
pany of Rochester, N. Y. 

Eugene W. Stetson, vice-president of the 
Guaranty Trust Company, New York City, 
has been elected a director of the Illinois 
Central Railroad. 
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STRONG POSITION OF LAWYERS TITLE 
AND GUARANTY COMPANY 
The conservative policies which have char- 
acterized the management of the Lawyers 
Title & Guaranty Company of New York in 
guaranteeing and offering first mortgage in- 
vestments, have received added emphasis 
during the last two and a half years of gen- 
erally declining prices and fall in real prop- 
erty values. Since the company was formed 
it has guaranteed to investors the principal 
and interest on first mortgages amounting to 
$452,858,174 of which $228,509,292 has been 
paid without the loss of a single dollar to any 
investor, leaving $224,348,879 outstanding as 
of December 31st, last. Under its by-laws 


the company is not permitted to guarantee 
any mortgage which is in excess of 66 2/¢ 


per cent of the total value of the property. 


MARINE MIDLAND ELECTS BAYARD F. 
POPE 

Bayard F. Pope, vice-chairman of Stone & 
Webster and Blodget, Inc., of New York has 
been elected executive vice-president of the 
Marine Midland Corporation. He will retain 
a directorship in the investment company. 
Mr. Pope has been a director and member of 
the executive committee of the Marine Mid- 
land group of banks, controlled by the Ma- 
rine Midland Corporation and including the 
Marine Trust Company of Buffalo and the 
Marine Midland Trust Company of New 
York. His new headquarters will be the 
Marine Midland Bank in New York. 
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NEW YORK BREVITIES 

Joseph C. Rovensky, vice-president of the 
foreign department of the Chase National 
Bank of New York, has been decorated, by 
order of the King of Italy, with the rank of 
Knight Commander of the Order of the 
Crown of Italy. 

A team composed of six special police 
guards of the Bank of Manhattan Trust Com- 
pany won the Metropolitan Revolver Cham- 
pionship and the Warburg trophy at a meet 
held at the Crescent Athletic Club. Teams 
representing six of the larger New York 
banks and trust companies competed. 

F. Abbot Goodhue, president of the Bank 
of Manhattan Trust Company of New York, 
is chairman of a new committee created by 
the American Acceptance Council to foster 
the trade acceptance market. 

The Manufacturers Trust Company of New 
York has been appointed transfer agent for 
the preferred stock and paying agent for 
the Eastern Minnesota Power Corporation 
and for the Wisconsin Hydro Electric Com- 
pany. 

DeWitt C. Middleton, vice-president of the 
Northern New York Trust Company of Wa- 
tertown, N. Y., and prominent in public utili- 
ties development in northern New York, died 
August 5th at the age of eighty-two. 

William V. Griffin has been elected a trus- 
tee of the Emigrant Industrial Savings Bank, 
He is also a director of the Bank of Man- 
hattan Trust Company. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Capital 


Surplus and 
Undivided 
Profits Deposits 
June 30, 1932 June 30, 1932 


Par Asked 


Anglo-South American Trust Co 
Banca Commerciale Italiana Trust Co...... 
Bank of Manhattan Trust Co 
Bank of N. Y. & Trust Co 
Bankers Trust Co 

Bronx County Trust Co 
Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co 

City Bank Farmers Trust Co 
Continental Bank & Trust Co 
Corn Exchange Bank & Trust Co 
Corporation Trust Co 

County Trust Co 

Empire Trust Co 

Fiduciary Trust Co 

Fulton Trust Co 

Guaranty Trust Co 

Irving Trust Co 

Kings County Trust Co 

Lawyers Trust.Co 

Manufacturers Trust Co 

Marine Midland Trust Co 

New York Trust Co 

Title Guarantee & Trust 

United States Trust Co 


$1,000,000 
2,000,000 
22,250,000 
6,000,000 
25,000,000 
1,550,000 
8,200,000 
21,000,000 
21,000,000 
10,000,000 
4,000,000 
15,000,000 
,000 
4,000,000 
6,000,000 
1,000,000 
2,000,000 
90,000,000 
50,000,000 
500,000 
3,000,000 
32,935,000 
10,000,000 
12,500,000 
10,000,000 
2,000,000 


$745,800 
2,074,900 
34,447,900 
8,970,700 
76,847,800 
520,300 
12,314,200 
70,119,500 
45,260,600 
11,647,500 
6,752,800 
22,696,500 
132,000 
3,005,600 
3,312,800 
1,000,000 
2,908,700 
180,495,700 
75,137,200 
6,614,200 
2,528,500 
22,125,700 
7,050,900 
21,837,500 
21,266,900 
27,013,400 


$2,786,800 
11,086,000 
317,202,700 
98,783,100 
548,296,900 
13,359,700 
110,367,600 
530,773,900 
247,547,900 
41,575,900 
28,407,000 
245,495,400 
57,200 
17,149,800 
59,395,800 
9,067,400 
16,196,700 
921,707,900 
382,276,700 
27,525,100 
14,402,800 
379,876,900 
52,034,600 
236,841,200 
35,701,000 
58,564,700 


100 
100 


1395 


1495 
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Philadelphia 


Special Correspondence 


UPHOLDING THE AUTONOMY OF THE 
STATE BANKING SYSTEM 

Shifting from the stronghold of anti- 
branch banking states in the Middle West, 
the center of the national movement for the 
preservation of the unit and state banking 
systems has been transferred to Pennsyl- 
vania. The newly organized Association of 
Independent Unit Banks of America was 
first launched by a group of bankers in this 
state and is gaining recruits among unit 
bankers throughout the country. The pri- 
mary purpose is to defeat Congressional ac- 
tion at the next or succeeding sessions on 
Section 19 of the Glass bill which would es- 
tablish branch banking by national banks re- 
gardless of state lines or laws, thus menacing 
the existence of the state banking system. 

Pronounced utterance was given to the sen- 
timents and demands of state and unit bank- 
ing interests at the recent thirty-first annual 
convention of the National Association of 
Supervisors of State Banks held in Phila- 
delphia. The attitude of state bank super- 
intendents and commissioners on the subject 
of branch and unit banking was crystalized, 
after animated discussion, in the following 
resolution : 


“This association is unalterably opposed to 


efforts being made to undermine and ulti- 
mately destroy our dual system of banking 
and supersede independent unit banks with 
a branch banking system... The attempt is a 
direct blow to our principles of democratic 
government, in that it would deprive the 
States of their right to create and control 
banks and thus deprive them of the use of in- 
stitutions that are their distinctive fiscal 
agents. The National Association of Super- 
visors of State Banks has always recognized 
the respective rights of national banks and 
has consistently supported the idea of the 
dual system of banking. It has been under 
this system composed of unit banks that 
our nation has developed.” 

The Association likewise registered vigor- 
ous protest against any incorporation of the 
idea of deposit guarantee in either Federal 
or state legislation, basing such opposing on 
the testimony of the failure of the deposit 
guarantee law in the various states which 
have tried the adventure. Although oppo- 
sition to the present branch banking propo- 
sal in the Glass bill was unanimous at the 
convention, the retiring president of the 
association, Superintendent of banks J. S. 
Love of Mississippi advocated branch bank- 
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ing within county seats and the substitution 
of branches by large county seat banks for 
smaller banks in communities which can be 
better served by such branches. Among the 
speakers at the convention were Harry B. 
McDowell, vice-president of the McDowell 
National Bank of Sharon, Pa., who discussed 
“Branch Banking and the Unit Bank,” Sec- 
retary of Banking Gordon of Pennsylvania, 
who spoke on “The Valuation of Securities” 
and R. E. Reichert, Bank Commissioner of 
Michigan whose topic was “The Problems of 
Bank Reorganization.” 

Another program in which Pennsylvania is 
taking the lead is that of effecting a greater 
degree of uniformity in state laws govern- 
ing banks and in the procedure of state bank- 
ing departments regarding valuation of se- 
curities, examinations and supervisory func- 
tions. 

W. H. Hadlock, Bank Commissioner of 
Utah, was elected president of the Bank Su- 
pervisors Association for the ensuing year 
with Robert C. Clark of Vermont, J. S. Brock 
of Louisiana and R. E. Reichert of Michi- 
gan as vice-president to R. N. Sims, vice- 
president of the Hibernia Bank & Trust Com- 
pany of New Orleans, was re-elected secre- 
tary and treasurer. 
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ANALYSIS OF TRUST DEPARTMENT 
LIABILITIES 

In view of recent discussion as to the 
policy of the State Banking department of 
Pennsylvania in examining and appraising 
the liabilities of trust departments of state 
banks and trust companies, the following ad- 
vice received by Trust CoMPANIES from Hor- 
ace C. Whiteman, deputy secretary of bank- 
ing, will be of interest: 

“We have not suspended the analysis of the 
liabilities of trust departments, but in con- 
sideration of current conditions, we have 
instructed examiners to withhold for the 
present only, criticism of the institution for 
failure to maintain liability accounts show- 
ing the liability of the fiduciary to its trust. 
In the meantime, we require the examiners 
to obtain this information from the records 
of the bank excepting only a few of the very 
large institutions where the time required 
by the examiner to obtain a correct division 
of the liabilities does not justify it.” 


DECLINES APPOINTMENT OF SUBSTI- 
TUTE TRUSTEE FOR MORTGAGE 
CERTIFICATE 

The Court of Common Pleas No. 5 in Phila- 
delphia recently declined a petition presented 


by the Secretary of the State Banking de- 
partment seeking appointment of a substitute 
trustee for the mortgage certificates of the 
closed Manayunk Trust Company of Phila- 


delphia. Prior to suspension of its business, 
the Manayunk Trust Company had been trus- 
tee in various matters in which trust funds 
came into its hands. As trustee it paid over 
to the Manayunk Trust Company about $289,- 
375 of these trust funds, whereupon the 
Manayunk Trust Company issued to Mana- 
yunk Trust Company, as trustee, papers 
known as “mortgage certificates of Manayunk 
Trust Company.” 

Objections to the petition of the Secretary 
of Banking were entered by the new trustees 
who took over the administration of the 
individual trusts’ estates after the bank 
failed. These objectors contended that the 
relationship created by the issuance of the 
mortgage certificates is not that of trustee 
and beneficiary, but that of banker and de- 
positor and that under such a condition no 
such substitute trustee should be appointed. 


The Liberty Trust Company of Allentown, 
Pa., has been absorbed by the Lehigh Valley 
Trust Company of that city and which re- 
cently also took over the Dime Savings & 
Trust Company. 
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CONSERVING REAL ESTATE ASSETS OF 
CLOSED BANKS 

In view of market depreciation and the 
fact that real estate mortgages and prop- 
erty assets of closed banks in the Philadel- 
phia district constitute 56.46 per cent of the 
total deposit liability of $103,968,000, every 
effort is being made to hold such assets until 
market conditions improve. To aid in such 
conservation, Dr. William D. Gordon, Sec- 
retary of Banking, has appointed a Real 
Estate Committee of the First District Reali- 
zation Corporation which consists of the fol- 
lowing members: J. Willison Smith, president 
of the Real Estate-Land Title & Trust Com- 
pany, Chairman; Common Pleas Court Judge 
Harry 8S. McDevitt; Clarence C. Brinton, 
president of the Germantown Trust Company, 
and John D,. Hartman, president of the 
Frankford Trust Company. 

Another step in preventing sacrifice dis- 
posal of real estate assets is the introduc- 
tion of a bill at the special session of the 
Pennsylvania General Assembly, which if 
enacted into law, will permit the State Bank- 
ing department to make leases for a term of 
ten years on properties owned by closed 
banks. According to a statement issued by 
Dr. Gordon it has been found in many in- 
stances that where a bank is solely an equity 
owner or owner of second or third mort- 
gages, the value of the property has declined 
below the bank’s interest, rendering it inad- 
visable to invest additional funds to carry 
the property. In such eases application is 
made to the Court for leave to abandon such 
properties. Where a definite equity is ascer- 
tainable, every effort is made to protect it. 


FREEMAN BILL SIGNED 

Governor Pinchot of Pennsylvania ‘has 
signed the Freeman bill which is designed 
to permit negotiation of loans from the Re- 
construction Finance Corporation for the 
benefit of depositors of closed banks. The 
measure also expedites liquidation by elimi- 
nating the necessity for court approval of 
sa’es of securities. There is also provision to 
extend the period of mortgages to prevent 
foreclosure. 

The Stroudsburg National Bank, founded 
in 1856, and the First National Bank of 
Stroudsburg, chartered in 1882, have been 
merged under the title of First-Stroudsburg 
National Bank with W. K. Labar as presi- 
dent. 

The Norristown-Penn Trust Company of 
Norristown, Pa., reports trust funds of $21,- 
793,388. 
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URGE WIDER USE OF TRADE 
ACCEPTANCES 

Concerted action is proposed to foster the 
wider use of trade acceptances in the Phila- 
delphia district as a means of stimulating 
the employment of credit and providing an 
improved instrument of credit. At a recent 
meeting of the directors of the Chamber of 
Commerce of Philadelphia, the movement 
was formally endorsed and a committee was 
appointed to arouse business and commercial 
organizations to the advantages of the trade 
acceptance form. In an address before the 
Chamber delivered by Irenee A. duPont, the 
creation of a broader discount market for 
trade acceptance was characterized as the 
most effective means of bringing back normal 
and prosperous business conditions. 

Representatives of the various Real Es- 
tate Boards of Philadelphia have organized 
an Inter-relation Committee, through which 
the various real estate organizations will 
act as a unit upon questions of taxation, 
legislation, city betterment and similar sub- 
jects of a beneficial nature to those interested 
in real estate and the city as a whole. 

George H. Allen, for many years with the 
McDowell National Bank as Trust Officer, 
has resigned to become General Manager for 
Mercery County of the Home Life Insurance 
Company of New York. John H. Evans, vice- 
president, has also become Trust Officer of 
the McDowell National Bank. 


Horatio G. Lloyd, partner in Drexel & 
Company, was recently elected treasurer of 


haverford Township to fill the unexpired 
term of J. Leedom Moore. Mr. Lloyd an- 
nounced he would turn over the salary and 
perquisites of the Township Treasurer’s office 
to the Haverford Township Relief Fund. 
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PROTEST AGAINST COLLECTION OF 
TAX ON CHECKS 

The Clearing House Association of Harris- 
burg, Pa., recently adopted the following 
resolution relative to the method imposed in 
the collection of the Federal tax on bank 
checks: 

“Resolved, that the Harrisburg Clearing 
House Association enter a most emphatic 
protest against the great inconvenience 
placed on our members in connection with 
the collection of the U. S. tax on checks. 
While we approve of the tax we consider 
that stamps are far preferable in the case of 
the small banks with many small deposits, 
and that ignorance of our conditions on the 
part of the taxing authorities is responsible 
for there being placed on us both difficulty 
and expense.” 

The current issue of “The Girard Letter” 
published by the Girard Trust Company of 
Philadelphia contains reproduction of an in- 
terview with W. W. Atterbury, president of 
the Pennsylvania Railroad Company, in 
which he traces the various constructive pro- 
grams whereby the nation is solving its eco- 
nomic troubles. He characterized the rail- 
ways as the backbone of the nation’s trans- 
portation system and that there is nothing 
in sight which can supplant them. 


Assets of the Schuylkill Haven State Bank 
of Schuylkill Haven, Pa., have been taken 
over on an equal basis by the Schuylkill 
Haven Trust Company and the First Na- 
tional Bank & Trust Company. 

The Philadelphia Savings Fund Society has 
taken possession of its new 33-story sky- 
seraper home at Twelfth and Market streets. 
The bank has deposits of over $329,000,000. 





CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
. . 86,700,000 
500,000 
1,400,000 


Fidelity-Philadelphia Trust Co 
Frankford Trust Co 

Germantown Trust 

Girard Trust Co 4,000,000 
Industrial Trust Co..............-... 982,250 
Integrity 0) EE ee 
Kensington-Security Bank & Trust.... 1,300,000 
Liberty Title and Trust 1,000,000 
Ninth Bank and Trust............... 1,375,000 
North Philadelphia Trust 500,000 
Northern Trust 500,000 
Penna. Co. for Insurances 8,400,000 
Provident Trust... ...s.c<ccceccccss S00 OO 
Real Estate Land Title and Trust..... 7,500,000 
Real Estate Trust 3,090,000 


Surplus and 
Undivided Profits 
June 30, 1932 June 30, 1932 Value 


Deposits Par 
Bid 
$77,260,957 100 345 
6,541,314 10 19 
14,104,950 10 21 
80,544,920 10 79 
10,500,305 10 12 
42,916,766 10 16% 
8,650,579 50 14 
5,255,295 50 
15,386,380 10 
4,830,265 50 
9,463,272 100 
184,535,023 10 
28,035,207 100 
31,168,367 10 
6,529,471 100 


$22,391,196 
1,874,694 
4,243,547 
16,875,091 
3,246,655 
12,349,542 
2,196,290 
1,438,019 
2,310,952 
1,380,076 
3,379,363 
28,118,351 
17,249,440 
13,732,507 
2,218,480 


Figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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IS CAPITALISM ON TRIAL? 
(Continued from page 136) 


BEST SYSTEM TO GUIDE 
ECONOMIC ACTIVITIES 


J. S. LAURENCE 


Vice-president, Board of Industrial Counselors, Inc., 
of New York, and former Professor Economics of 
Princeton University 

It is my conviction that the so-called capi- 
talistic system is the result of a long period 
of trial and error by civilized communities. 
Although imperfect in many respects, it is 
by far the best system that these communi- 
ties have yet evolved for the guidance of 
their economic activities. Frankly, human 
selfishness has the most effective appeal to 
human energy and intelligence. To be bal- 
anced against the evils generally attributed 
to capitalism is the industrial and political 
progress which has accompanied a rapidly 
rising standard of individual welfare 
throughout those parts of the world in which 
eapitalism has been acknowledged. 

Progress is the result of innovations made 
by a minute minority in the community. The 
prize for successful experiment is self-aggran- 
dizement. Nevertheless, this cannot be con- 
fined to the successful individual and the 
benefits of any new invention or new method 
of production become diffused and in the end 
accrue to the entire community. Any other 
system, such as socialism would definitely 
discourage the initiative and the energy with 
which this small group of outstanding indi- 
viduals seek to promote their own self-inter- 
est, and in so doing the community would 
deny itself the benefit of those changes which 
we include in the term “progress” and would 
approach a life at once stagnant and fruit- 
less. 

The capitalistic system at the present time 
is being pilloried by many people who are 
unable to comprehend or tolerate its com- 
plexities and demand some simple satisfying 
explanation of our current distress. 


Charles 8S. MeCain, chairman of the board 
of the Chase National Bank, and chairman 
of the New York Clearing House Committee, 
has been elected chairman of the trade ac- 
ceptance committee of the New York Federal 
Reserve District. 


Sorporations will be subject to federal 
income tax on the repurchase of their own 
bonds below the issuance price, even if the 
purchase is made for investment or for sink- 
ing fund purposes, under an important rul- 
ing recently issued by the general counsel to 
the Bureau of Internal Revenue at Washing- 
ton. 


BURROUGHS MACHINES SIMPLIFY TAX 
ACCOUNTING PROBLEMS 

The new Federal tax law has imposed 
numerous additional accounting burdens on 
banks and trust companies, embracing not 
only the tax on checks but also operations of 
the banking, trust and other departments. 
The Burroughs Adding Machine Company ex- 
perts anticipated such problems and the vari- 
ous types of new designs have been added to 
accounting and bank bookkeeping machines 
produced by this organization to meet these 
new tax accounting problems. Most valuable 
is the assistance given by field men in adapt- 
ing such machines ito the particular conve- 
nience of individual banks and trust com- 
panies, regardless of their size, volume or 
character of business. The special and sim- 
plified trust accounting machines have also 
been adapted to meet new needs in fiduciary 
work arising from the federal tax laws. 
Advices from various parts of the country 
confirm the successful results obtained in 
the use of ‘the new bank bookkeeping ma- 
chines which automatically records the num- 
ber of checks posted to commercial accounts 
which simplify the procedure in connection 
with the collection and registration of taxes 
on bank checks. Other new styles of adding 
and listing machines have been developed 
equipped with automatic check-accounting de- 
vices as well as a special “tax collected” key 
for installation on bookkeeping machines now 
in use. iepgeee > 
MIDLAND BANK LIMITED OF LONDON 

INCREASES INVESTMENTS 

The premier stock bank of England main- 
tains its impregnable and resourceful posi- 
tion. The June 30th statement of accounts 
issued by the Midland Bank Limited of Lon- 
don reveals that current deposit accounts 
have increased and amount to £383,179,075 
as compared with £379,055,050 on correspond- 
ing date last year. Liabilities aggregate 
£421.113,175 as against £428,905,511 a year 
ago. Capital remains the same with £14,240,- 
012 while reserve fund shows a decrease for 
the year to £11,500,000. Cash and balances 
with the Bank of England have shown in- 
erease to £40,407,197 with money at call and 
short notice amounting to £17,892,453 and 
balances with and checks in course of col- 
lection on other banks in Great Britain and 
Ireland at £11,485,976. 

A notable feature of the statement is the 
marked increase in investments during the 
year closing June 30th, from £32,909.368 to 
£72,477,328. Bills discounted decreased from 
£80,048,840 ‘to £60,717,042 and advances to 
customers and other accounts declined from 
£202,183,142 to £187,124,929. 
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Boston 


Special Correspondence 


UNINTERRUPTED GROWTH OF TRUST 
BUSINESS 

While general business and banking con- 
ditions may be in a state of status quo or 
marking time for a definite change in the 
tide, the volume of trust business adminis- 
tered by trust companies and banks of Bos- 
ton continues its progressive growth. This 
ratio of increase, especially in the leading 
trust companies, is of sufficient size to jus- 
tify the conclusion that “bad times” have 
the effect of stimulating public appreciation 
for the advantages of protection and wise 
management which inhere in responsible 
trust administration of estates, property and 
investments. 

Not so many years ago the corporate fidu- 
ciary in Boston labored under handicaps and 
against odds. The professional trustee con- 
tinued to hold his own. Tax conditions and 
exemptions favored the latter. Political 
banking and gross misappropriation of the 
title of “trust company’? some years ago 
also caused a temporary cloud. All this has 
now been changed and the corporate trustee 
and executor is gaining ground rapidly and 
commensurate with the volume and devolu- 
tion of local wealth. Friction with the legal 
profession is also diminishing and the splen- 
did record established by the leading trust 
companies has made its impression upon pub- 
lic judgment. 

The latest summary of the assets of the 
trust departments of Boston trust companies 
shows marked gains during the first half of 
the current year and on top of a large in- 
erease during 1931. Some allowance must 
be made in the total of $774,119,000 trust 
assets because of the voluntary liquidation 
recently of the Lee, Higginson Trust Com- 
pany which reported trust assets of $26,496,- 
000 and which are subject to completion of 
arrangements with clients for turning over 
the property and funds of the trust depart- 
ment. 

Of the total of $774.119,644 trust assets re- 
ported by the trust companies of Boston as 
of June 30th last, over 90 per cent or $699,- 
924,000 are held by the four leading trust 
companies, namely the Old Colony Trust 
Company, Boston Safe Deposit & Trust Com- 
pany, New England Trust Company and 
State Street Trust Company. The Old Col- 
ony leads with trust assets of $314,769,000, 
an inerease of more than $12,000,000 during 
the first six months of this year. The Bos- 
ton Safe Deposit & Trust Company, which 
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$3,000,000 
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has also registered notable gains, comes next 
with trust assets of $234,905,644, an increase 
of over $15,000,000. The New England Trust 
Company reports trust assets of $126,453,000 
as against $125,286,000 the first of the year. 
The State Street Trust Company, which is 
also making rapid gains in trust operations, 
reports trust assets of $56,802,208, a gain of 
over $4,000,000 during the first half of 1932. 
The Kidder Peabody Trust Company reports 
$12,501,000; the United States Trust Com- 
pany, $11,875,000; the Harris Forbes Trust 
Company, $8,699,000; Day Trust Company 
$4,869,000 and the Fiduciary Trust Company, 
$3,248,000. To these totals should be added 
the trust department assets of Boston na- 
tional banks maintaining trust functions. 


Rhode Island trust companies and banks of 
all classes reported aggregate resources of 
$545,419,000 as of June 30th. Cash resources 
of trust companies increased their cash re- 
sources during the twelve months, ended last 
June 30th, from $29,000,000 to over $34,000,- 
000. Savings and participation deposits in 
trust companies amount to $155,072,000. 

Merger plans are being discussed in Hart- 
ford, Conn., involving consolidation of the 
Riverside Trust Company and acquisition of 
commercial assets of City Bank & Trust Co. 
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APPRECIABLE UPTURN IN TEXTILE AND 
LEATHER INDUSTRIES 
The First National Bank of Boston, in its 
current New England Letter espies construc- 
tive factors at work in the general business 
and industrial situation, to quote as follows: 
“Despite midsummer dullness, there has been 
a noticeable improvement in sentiment in 
business and financial circles. This better 
feeling has developed in the face of a con- 
traction in business activity for the country 
as a whole, and is accounted for by the less- 
ening of necessitous liquidation, the relax- 
ation of financial strain, a sharp decline in 
bank suspensions as compared with a year 
ago, and the growing tendency to grapple 
with knotty problems in a realistic manner. 
This was particularly true in the case of 
the recent Lausanne conference with refer- 

ence to German reparation payments. 

“In this country, there is a general feeling 
of relief that Congress will now have a long 
vacation, and the country will not be sub- 
jected to severe shocks of confidence from 
heated agitation over unsound measures, al- 
though on the whole Congress has been rea- 
sonably conservative in the legislation en- 
acted. In the New England territory, there 
was an appreciable upturn in the general in- 
dex of industrial activity, which was largely 
accounted for by the textile and leather in- 
dustries.”’ 


FEDERAL RESERVE BANK OF BOSTON 

Surveying operations of the Federal Re- 
serve Bank of Boston during the period from 
March 2nd to July 20th there is shown an 
increase in total bills and securities of $45,- 
000,000. Loans to member banks declined 
from $37,289,000 to $21,996,000, a reduction 
amounting to $15,293,000, and holdings of 
acceptances purchased in the open market 
decreased from $7,033,000 to $3,086,000. On 
the other hand, holdings of Government se- 
curities increased $64,971,000 during this 
five-month period from $56,257,000 to $121,- 
228,000. The volume of total cash reserve 
was about $6,000,000 less on July 20th than 
on March 2nd, while total deposits increased 
more than $15,000,000, and the volume of 
Federal reserve notes in circulation rose from 
$181,344,000 to $205,040,000. The reserve 
ratio of the Federal Reserve Bank of Bos- 
ton dropped from 73.4 per cent on March 2nd 
to 63.1 per cent on July 20th. 


The Mutual Savings Central Fund, Inc., 
and the Cooperative Central Bank estab- 
lished in Massachusetts last March by legis- 
lative authority, are functioning effectively. 


COMPANIES 


CONNECTICUT COURT DENIES PRE- 
FERRED STATUS OF STATE DEPOSITS 


The Connecticut Supreme Court of Errors 
recently handed down a ruling that the State 
Treasurer has no preference on payment of 
claims for the State for deposits in the closed 
City Bank & Trust Company of Hartford. 
The court said: “The record and standing 
of the class of banking institutions utilized 
as State depositories. ... have been regarded 
as rendering unnecessary special provision 
for priority of deposits by the State over 
those of other depositories. The need for 
additional protection arises out of situations 
created by recent developments in financial 
affairs . but we are constrained to hold 
that judicial justification for State priority 
for State deposits is not available. The pres- 
ent consequences are regrettable, but un- 
avoidable; the future may be provided 
through appropriate legislation.” 


“The New Hampshire Plan for Re-em- 
ployment,” described at a recent meeting of 
the New England Joint Conference on the 
Flexible Work Day and Week, has called 
forth considerable interest among bankers 
as well as business men. 
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HANDY INHERITANCE AND INCOME TAX 
PAMPHLET 


officials and others desiring to se- 
cure a compact and up-to-date compilation 
of information on inheritance, gift and in- 
come taxes, embracing federal, state and ter- 
ritorial jurisdictions, will do well to commu- 
nicate with H. N. Andrews, vice-president of 
the Old Colony Trust Company of Boston, 
who is distributing copies of the eighth edi- 
tion of the company’s “Tax Pamphlet.’ This 
has been revised to include income and gift 
tax information. Tables of the new surtax, 
gift tax and estate tax rates of the Revenue 
Act of 1932 as well as a summary showing 
the main features of the new revenue act, 
have been added. 


Trust 


The United States Supreme Court decision 
in the case of the First National Bank of 
Boston vs. Maine, 284 U. 8S. 312, made neces- 
sary a drastic revision of “General Remarks” 
and the state inheritance tax tables. The 
information has been carefully checked in 
every instance with the assistance of tax 
commissioners, banks and trust companies in 
each of the states and territories. Copies are 
available on request. 


PRESERVING A SENSE OF PROPORTION 

The John Hancock Mutual Life Insurance 
Company, in a recent display advertisement 
entitled “The Professional Mourner ys. A 
Sense of Proportion,’’ contains some sound 
advice, winding up as follows: ‘Forget the 
exhibitionist few who make the front page 
and remember the great quiet army of those 
who are not ‘news’; those who have not 
given up, but are working toward something 
better for themselves and their children. 
They are still buying bread and butter and 
an occasional piece of cake. And they are 
still buying insurance from the life under- 
writer who refuses to lose his sense of pro- 
portion.” aes 


The Boston Safe Deposit & Trust Company, 
in its June 30th financial statement, showed 
total banking resources of $29,491,193 with 
eapital of $2,000,000; surplus $3,000,000 and 
undivided profits of $843,727. Trust depart- 
ment assets aggregate $234.905,644. 

The commercial department of the New 
England Trust Company reports resources of 
$30,100,852 with capital of $1,000,000; sur- 
plus $2,000,000; undivided profits $868,782, 
and reserve for contingencies $350,000. 





CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Banca Commerciale Italiana 

Boston Safe Deposit and Trust Co........ 2,000,000 
ee eee ren ae 2,500,000 
Fiduciary Trust Co 500,000 
Harris Forbes Trust Co 500,000 
Kidder Peabody Trust Co 500,000 
New England Trust Co 1,000,000 
Old Colony Trust Co 5,000,000 
State Street Trust Co 3,000,000 
United States Trust Co . 1,400,000 


Assets 
Trust Dept. 
June 30, 1932 


$234,905,644.12 
4,869,172.76 
3,243,356.21 
8,699,199.95 
12,501,785.90 
126,453,275.77 
314,769,324.25 
56,802,208.97 
11,875,681.44 


Surplus and 
Undivided Profits 
June 30, 1932 
$383,902.45 
3,843,727.10 

293,243.36 
554,477.35 
158,705.19 
211,013.25 
2,868,782.31 
5,100,321.98 
3,744,377.13 
1,420,909.50 


Deposits 
June 30, 1932 
$710,777.09 
23,296,996.00 
6,408,349.11 
397,517.83 
2,621,629.10 
1,996,332.36 
25,401,441.16 
4,429,973.85 
53,700,420.13 
9,029,202.66 
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Chicago 
Special Correspondence 

BUSINESS AND BANKING ON THE MEND 

A combination of circumstances, including 
the rise in security, farm product and live- 
stock prices, has imparted a more cheerful 
and confident atmosphere to business in this 
city and throughout the Middle West than 
evidenced in many months. Unquestionably, 
Chicago’s proverbial “I Will” spirit has been 
severely tested not only by the low ebb of 
business and industry but perhaps more di- 
rectly by the large crop of bank failures in 
outlying sections. This experience has left 


a large part of the Chicago population in a 


state of mind which it will take time to cure. 
Tangible evidence, however, is at hand that 
confidence is slowly returning and that Chi- 
cago will emerge stronger than ever as the 
inland empire city and in the assertion of its 
financial and banking power. With the ap- 
proach of the opening of the Century of 
Progress Exposition, commemorating the one 
hundredth anniversary of Chicago’s incor- 
poration, the business, financial and indus- 
trial leaders of the city are on their mettle 
to clear away all debris of the past few years 
and demonstrate anew to the world the high 
qualities which have marked its tremendous 
development. 

For one thing there is now assurance and 
eonviction in the highest quarters that Chi- 
cago’s banking weaknesses and troubles have 
been liquidated. Says Howard M. Sims, chief 
examiner of the Chicago Clearing House As- 
sociation: “The banking situation in Chi 
cago is stronger today than it has been in a 
year. The Chicago banks generaliy occupy 
very strong positions with respect to cash, 
Government securities and secondary re- 
serves. More important, they are in shape 
to assist actively in a general trade recovery 
when a turn for the better comes, and the 
normal demand for legitimate credit is re- 
sumed. The rigid test of extraordinary liquid- 
ity required by conditions during the month 


of June has been squarely met. It is unfor- 
tunate that many small institutions were 
forced to close in that month, more often 
than not, because of the unnecessarily heavy 
withdrawals. Consequently, the elimination 
of weak banks has been virtually completed. 
Future banking troubles, should such be ex- 
perienced, will be strictly minor in charac- 
ter.” 


FRUITS OF ADVERSITY 

Hard times beget stronger men and strong- 
er institutions, says an advertisement bearing 
the signature of the Continental Illinois Bank 
& Trust Company of Chicago, which reads: 
“Adversity has its uses. Strong men and 
strong institutions come through hard times 
with the consciousness of greater strength, 
added poise, renewed courage and a firmer 
faith. This bank and its predecessors have 
seen economie disorders come and go—always 
a better bank because of deepening experi- 
ence and firmer faith in the fundamental! 
soundness of policies which have stood up 
in all kinds of times, under all conditions. 

“This bank lends money to sound business 
in bad times and in good. It will continue 
this practice. Today, the Continental Illinois 
Bank offers to sound business the strength 
of its resources, the stability of its policies 
and the experience of officers whose perspec- 
tive is not distorted by temporary business 
fluctuations.” 


State Senator Harry G. Wright of Illinois 
and candidate for Auditor of Public Ac- 
counts, has prepared a draft of changes in 
the Illinois banking laws, the principal fea- 
ture of which is provision for the establish- 
ment of a state banking board similar to that 
created by law in New York. 

An effort is to be made to secure an amend- 
ment to the Illinois State Constitution to 
provide a more effective method of collect- 
ing double liability of shareholders of closed 
banks. 
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INTEGRITY OF TRUST ADMINISTRATION 
PRESERVED 

Notwithstanding the closing of 650 banks 
in Illinois since the stock market collapse of 
1929 the official records in the state banking 
department disclose no losses involved in 
connection with the handling of trust busi- 
ness. Writing to Trust COMPANIES under 
date of November 13, 1931 Oscar Nelson, 
auditor of Public Accounts of Illinois, ad- 
vised that up to that time “there had been 
no loss to any beneficiaries of estate or trust 
funds where these have been administered 
by trust companies or banks qualified to 
accept trusts, even though some of these 
banks have closed.” 

Since that letter was written there have been 
large additions to the number of bank fail- 
ures in Illinois and including the collapse of 
many smaller banks last June in the out- 
lying districts of Chicago. In no case, how- 
ever, have such closings included representa- 
tive trust companies or involved trust de- 
partments of any size. In the few instances 
where closed institutions conducted trust 
business, the records thus far still show that 
trust accounts were segregated from banking 
assets or liabilities and carefully safeguarded 
according to statutory requirements. In the 
event that minor trust losses should be dis- 
closed the preferred creditor status of such 
fiduciary liabilities, plus the deposit of funds 
or security with the state authorities for the 
protection of trust or estate funds, will be 
ample to meet requirements. 

The shaken confidence as a result of bank 
closings has not communicated itself to trust 
companies of standing or to the progressive 
development of new trust business. This is 
evidenced by the large gains in living, testa- 
mentary and insurance trusts as well as 
agency accounts reported by most of the 
larger trust companies of Chicago. There has 
been depreciation of principal and income, to 
be sure, as a consequence of general market 
conditions. But such impairment has been 
minimized by the conservatism which char- 
acterizes trust management and care of se- 
curities. 


William H. Berger has been appointed 
cashier and trust officer of the Lincoln Na- 
tional Bank of Lincoln, Ill. 

The Mercantile Trust & Savings Bank of 
Chicago recently celebrated its twentieth an- 
niversary. 

Ralph Budd, president of the Chicago, 
Burlington and Quincy Railroad, has been 
elected a director of the First National Bank 
of Chicago. 
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ONE OF NEW YORK’S 
FAMOUS HOSTELRIES 


A pleasant continental at- 
mosphere characterizes The 
Brevoort...its services and 
appointments. Located in 
one of New York’s finest 
residential sections... just 
above beautiful Washington 
Square. 


QUICKLY ACCESSIBLE 
TO FINANCIAL SECTION 


Nearby rapid transportation 
facilities carry one quickly to 
financial and business sections. 
Fifth Avenue busses passthedoor. 


DAILY RATES 


Single Rooms...... from $2 
Double Rooms..... from $4 
Two Room Suites... from $6 


Excellent French Cuisine. French 
spoken in every department. 


HOTEL 


BREVOORT 


Fifth Avenue at 8th Street, N.Y. 


JEAN P BARRERE, MANAGER 
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EXAGGERATION AS TO BANKING 

As is the case in other cities and sections 
of the country which have been afflicted with 
banking fatalities there is much of error 
and exaggeration among the people of Chi- 
cago as to actual losses involved in the clos- 
ing or suspension of banks. The extent to 
which banks are reopened or where liquida- 
tion has or promises to yield large percentage 
of dividends for benefit of depositors, is 
rarely impressed upon the public. Discuss- 
ing this phase, Oscar Nelson, Auditor of Pub- 
lic Accounts of Illinois, says: 

“Reference is invariably made to the num- 
ber of ‘bank failures’ which have occurred 
lately. This is erroneous. They are closed 
banks, but not failed banks, only in the 
sense that they have closed and failed to 
function as going institutions. The extent 
of their ‘failure’ must be determined by final 
liquidation. As we look at the statements of 
those banks which have been forced to close 
their doors through unprecedented withdraw- 
als, we find that many of the larger institu- 
tions have paid off their deposits to the ex- 
tent of 90 per cent; others with less deposits 
have liquidated over SO per cent, and smaller 
banks with $1,000,000 and less in deposits 
have paid out 75 per cent of their peak de- 
posit liability. 

“The liquidation accomplished is little 
short of marvelous; especially so in Chicago 
where the credit structure has been so badly 
torn. The outlying banks which were forced 
to suspend business were called upon to liqui- 
date assets which were not particularly slow, 
but which formed their investment portfolio 
in the period they enjoyed the confidence of 
their depositing customers. Quick liquida- 
tion is always to the detriment of local busi- 
ness and community prosperity. Under ordi- 
nary circumstances the inflow and outgo of 
deposits would show but little fluctuation, 
favoring in most cases a steady increase, 
but in stagnant times the downward trend 





Capital 


Boulevard Bridge Bank.............. $500,000 
Central Republic Bank & Trust Co... .14,000,000 
*Continental Illinois Bank & Trust Co.75,000,000 
Perr 350,000 
First Union Trust & First National... .25,000,000 


os cc win ancl pare aera’ 6,000,000 
ee 600,000 
SE Te ons ko so mais woe wei 3,000,000 
EY I oi ne wwe eaeneeen 1,000,000 


*Includes securities affiliate. 
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CONDITION OF CHICAGO TRUST COMPANIES 


Undivided Profits 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 






ealls forth the best efforts of the banker to 
meet the demands by converting sufficient 
assets into cash, which creates ruin.” 


ILLINOIS BREVITIES 


Fifty-three banks in Illinois were robbed 
of a total of $313,000 during the year ended 
June 30, 1932, according to a recent report 
of the Illinois Bankers Association. 


An increase of more than a third of a mil- 
lion dollars in savings deposits was made by 
school children in school savings accounts of 
banks located in 121 mid-western cities. Total 
amount of such deposits in banks throughout 
the country represent an accumulation of 
over $50,000,000 during the past ten years. 


Walter Lichtenstein, executive secretary of 
the First National Bank of Chicago, has been 
appointed a delegate of the United States by 
President Hoover to the International Radio 
Telegraph Conference, which will convene at 
Madrid, Spain, on September 3d next. 


Charles A. McHarry has been elected presi- 
dent of the Central Illinois State Bank of 
Mason City, Illinois. 


Maurice Cohn has been elected trust officer 
of the Liberty Trust & Savings Bank at Chi- 
cago, Ill. Mr. Cohn graduated from the Chi- 
cago Kent College of law. 


C. Edgar Johnson, assistant cashier of the 
First Union Trust & Savings Bank of Chi- 
eago, has been selected chairman of the gen- 
eral committee on arrangements for the 1933 
convention of the American Institute of 
Banking which will be held in Chicago the 
week of June 12th. 

Alfred K. Foreman, formerly vice-president 
of the Foreman State National Bank of 
Chicago has become vice-president of the 
general insurance agency of W. A. Alexander 
& Company of Chicago. 


Surplus and 


Deposits Book 


June 30,1932 June 30,1932 Value Bid Asked 
$507,751 $8,665,266 201 70 80 

12,619,422 112,308,300 187 934 10% 
66,250,330 599,008,620 188 110% 112 
835,291 4,870,214 338 150 175 
43,131,329 562,759,865 273 225 230 
7,565,136 82,760,721 226 250 Shesa 
439,161 5,886,866 174 95 110 
8,145,235 109,551,285 371 375 385 
403,439 4,763,842 140 50 60 
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TRUST COMPANIES 


St. Louis 


Special Correspondence 


SAFETY OF TRUST FUNDS IN ST. LOUIS 
CONFIRMED 

While Missouri at large and affecting 
mainly the smaller communities has had its 
testing period during the last two and a half 
years, resulting in the weeding out of weaker 
institutions and the merging of competing 
banks into stronger units, it is notable that 
St. Louis is among the few of American cities 
where banking solvency has not been ques- 
tioned. Except for one relatively unimpor- 
tant flurry the banks and trust companies 
have functioned normally under existing cir- 
cumstances. They have rendered yeoman 
service in keeping local business on a fairly 
even keel, extending helping hands to other 
communities of this district and the South- 
west. One of the prime reasons for the immu- 
nity of St. Louis from any epidemic of 
banking failures is, of course, the conserva- 
tive policies observed which warrant public 
faith. Another important reason is that St. 
Louis has not been overbanked and that 
speculative or promotional type of banking 
operation has been rigorously discouraged. A 
fine discipline exists which may be traced 
to executive managements, the cooperative 
spirit among Clearing House members, the 
influence of the Federal Reserve bank and 
of the state banking authorities. 

It is deserving of emphasis at this time 
that trust departments of local trust com- 
panies and banks have faithfully and effi- 
ciently carried on their responsibilities and 
that there is no record of loss of any trust 
or estate funds confided to their administra- 
tion, aside such as unavoidable arises from 
depreciation in market value of securities 
and real estate properties. Even such im- 
pairment of principal and income of fiduciary 
accounts has been far less than applicable 
to any other type of individual or corporate 
handling of property and securities. It is 
likewise to be observed that St. Louis trust 
companies and banks have avoided the kind 
of intensive solicitation or development of 
trust business which in many instances have 
turned out to be liabilities and unprofitable 
in character. That explains the high quality 
of trust management and quality of fiduciary 
business in this city the bulk of which is 
conducted by the St. Louis Union Trust Com- 
pany, the Mereantile-Commerce Bank & Trust 
Company and the Mississippi Valley Trust 
Company. 


“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 

Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 








Oldest Trust Company in Missouri 


E Affiliated with First National Bank 


AGRICULTURAL PROSPECTS IMPROVE 

The general business and banking situa- 
tion in St. Louis is naturally very responsive 
to agricultural conditions. For that reason 
the recent advance in the farm level of prices, 
including grains, cattle, foodstuffs and cotton. 
The recent rise in farm price index has been 
the largest recorded since July, 1929, although 
the general index stands below the level of 
a year ago. Inasmuch as superfluous farm 
production and low prices have been at the 
heart of the agricultural problem during the 
past few years, there is assurance of a larger 
measure of income to farmers despite the 
drop in crop prospects and lower yields. 














A helpful factor is the evidence of im- 
proved farm financing and solvency. An im- 
portant element in this are the various re- 
construction and economic measures put into 
operation from Washington. Farm mortgage 
loans show in increasing measure provision 
for payment on the principal during the life 
of the loan and a tendency to write loans for 
longer periods. Farm debt is being more 
rapidly reduced as a result of adjusting meth- 
ods of payment in accord with receipt of 
borrowers’ income. 
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ST. LOUIS ENLISTED IN CAMPAIGN FOR 
RECOVERY 

St. Louis banks and trust companies are 
not only in excellent shape to finance re- 
covery of business but are also diligent in 
encouraging corporate and individual custo- 
mers to avail themselves of credit resources. 
This district may be counted upon for 100 
per cent cooperation in connection with the 
national economic conference called by Presi- 
dent Hoover to give force to the various 
measures of reconstruction and availability 
of capital and credit. 

The following constitutes the St. Louis dis- 
trict delegation invited to attend the con- 
ference at the White House: Alfred L. Shap- 
leigh, chairman of board, Shapleigh Hard- 
ware Company, St. Louis; Frank C. Rand, 
chairman of board, International Shoe Com- 
pany, St. Louis; Eugene D. Nims, chairman 
of board, Southwestern Bell Telephone Com- 
pany, St. Louis; Ernest W. Stix, president, 
Rice-Stix Dry Goods Company, St. Louis; 
John G. Lonsdale, president, Mercantile-Com- 
merce Bank & Trust Company, St. Louis; 
Frank O. Watts, chairman of board, First 
National Bank in St. Louis; Sidney Maestre, 
president Mercantile-Commerce Company, St. 
Louis; Tom K. Smith, president, Boatmen’s 
National Bank, St. Louis; Whitefoord R. 
Cole, president Louisville & Nashville Rail- 
road Company; Paul Dillard, president Dil- 
lard & Coffin Co., Memphis, Tenn.; W. B. 
Plunkett, Little Rock, Ark. 


John R. Shepley, vice-president of the St. 
Louis Union Trust Company, has_ been 
elected president of the Paris Medicine Co. 

The Citizens Bank and the Peoples Bank 
of Springfield, Mo., consolidated recently un- 
der title of the Citizens Bank. 


TRUST COMPANIES 


CAREFUL PLANNING AND REVISION OF 
ESTATES 

The Mississippi Valley Trust Company of 
St. Louis, in some of its recent advertising 
directs attention to the effect of new Federal 
taxes on estates and the wisdom of taking 
account of increased rates and the gift tax 
in reconstruction of estate plans. The text 
of one of these advertisements reads: 

“Federal estate taxes are drastically in- 
creased by the Revenue Act of 1932 recently 
passed by Congress. On estates of $150,000 
for example the present tax is exactly ten 
times the old tax. The new tax applies to 
all estates of more than $50,000, whereas 
estates of $100,000 or less are exempt under 
the Act. of 1926. The new act establishes a 
substantial tax on gifts and sets a much 
higher income tax. 

“How will the higher taxes affect you and 
your heirs? Obviously higher estate taxes 
increase estate depreciation—decrease the 
amount which your heirs will receive. To 
some degree, possibly more than you now 
realize, the financial security of your fam- 
ily is at stake. Careful planning to assure 
maximum economy, therefore, becomes more 
important than ever for the protection of 
heirs. 

“It is good sense to revise your will and, 
if necessary, make a new Estate Plan in the 
light of the new tax situation. Failure to 
do so may involve the risk of unnecessary 
loss to your estate and actual injustice to 
certain heirs. * * *” 


William M. Sherrill, advertising manager, 
First National Company, has been elected 
treasurer of the Advertising Club of St. 
Louis. 








Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 
Mississippi Valley Trust Co 
St. Louis Union Trust Co.... 

*Accepts no deposits. 


CONDITION OF ST. LOUIS TRUST COMPANIES 


Surplus and 
Undivided Profits, 
June 30, 1932 
$1,730,181 
6,061,796 
3,241,695 
7,133,500 


Deposits, 
June 30, 1932 
$19 010,363 
93,871,650 
60,551,714 


Capital 


$2,150,000 
10,000,000 
6,000,000 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 
$3,400,000 
2,000,000 
1,000,000 
2,000,000 
1,000,000 


American Security & Trust Co 
Munsey Trust Co 

National Savings & Trust Co 
Union Trust Co 

Washington Loan & Trust Co 


Figures furnished by The Washington Loan & Trust Co. 


Surplus and 
Undivided 
Profits, 
June 30, 1932 
$4,181,071.29 
1,564,753.86 
2,955,602.30 
1,173,012.40 
2,563,010.30 


Deposits, 
June 30, 1932 
$29,834,758.39 

4,313,761.65 
13,219,529.18 
9,037,719.47 
16,079,233.82 


Par 
100 


Bid Asked 
299 315 
100 100 160 
100 375 400 
100 191 200 
100 400 440 
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Pittsburgh 


Special Correspondence 


TRADE ACCEPTANCES AS STIMULUS TO 
BUSINESS RECOVERY 

Trade acceptances as a means of enabling 
business to more readily obtain funds from 
sales instead of carrying invoices on open 
book accounts, is urged by James C. Chap- 
lin, president of the Colonial Trust Company 
of this city and also vice-president of the 
Pittsburgh Clearing House and president of 
the Second District Realization Corporation 
which has charge of all closed state banks in 
the western part of Pennsylvania. Mr. Chap- 
lin Says: 

“Throughout the depression, our bank has 
endeavored to help its customers in every 
possible way to meet the unusual strains of 
these times. In line with that policy, we be- 
lieve that the present movement for more 
general use of trade acceptances will enable 
us to extend more credit to our customers. 
It will enable them to make sales which 
might not otherwise be possible. It will en- 
able them to obtain money immediately from 
their sales instead of carrying the invoices 
on open book accounts. It will enable others 
to purchase necessary materials and supplies 
without being forced to pay for them before 
they can make use of them. 

“Business today needs easier credit to speed 
up many of the forces necessary for recovery. 
Through acceptances, millions of dollars of 
short-term money can be quickly released 
into the channels of business. Many compa- 
nies have needlessly tied up large parts of 
their working capital when they could re- 
lease it through acceptances. Many neces- 
sary sales are being postponed or abandoned 
entirely because of difficulty in credits when 
they could be almost automatically financed 
through acceptances.” 


NEW BANK FOR HOMEWOOD DISTRICT 

A charter has been granted at Harrisburg 
for the organization of the Homewood Bank 
to be located in the Homewood district of 
Pittsburgh. This action was taken to provide 
the people of Homewood with adequate bank- 
ing facilities which have been lacking since 
the Homewood Peoples Bank ceased func- 
tioning. The executive officers will be Hugh 
G. Nevin, president; Orel McKenzie, vice- 
president; R. C. Kane, cashier. 


Merger has been effected between the Penn 
Trust Company and the Allentown National 
Bank of Allentown, Pa. 
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JAMES FRANCIS BURKE 

Pittsburgh was deprived of one of its most 
distinguished citizens with the passing of 
James Francis Burke, general counsel of the 
Republican party who was stricken while in 
conference with President Hoover at the 
White House. He was also general counsel 
for the Pittsburgh Chamber of Commerce 
and the Pittsburgh Clearing House. As an 
orator Mr. Burke possessed an eloquence 
that made him a national figure. He was 
also a director of the Duquesne National 
Bank of Pittsburgh. 


CULTURAL FACTS ABOUT PITTSBURGH 
Culturally, Pittsburgh is most generously 
served. First in line there is the Carnegie 
Institute with one of the finest museums 
and libraries in the world. The annual In- 
ternational Exhibit of Paintings is one of 
the nation’s high spots in the fine arts. An- 
other leading attraction is the Cathedral of 
Learning of the University of Pittsburgh, 
which unlike most educational units, con-~* 
ducts its departments in a magnificent build- 
ing of great height and beautiful architec- 
tural outlines. ‘There are seventeen parks 
headed by Schenley Park, close to which is 
the Civic Center. In the business section, 
Pittsburgh presents an impressive array of 
great bank and trust company homes, some 
sky-piercing and others of the lower classic 

type. 

In 1794 Pittsburgh was incorporated as a 
borough, with a population of less than 
500. Today the city ranks fifth in popula- 
tion among metropolitan districts. Allegheny 
County, the real Pittsburgh, has 122 inde- 
pendent municipalities besides Pittsburgh, 
with a total population of over 1,374,600. No 
other city in the United States, except Bos- 
ton, has as large a proportion of unannexed 
population as Pittsburgh. 







George k. Benson, former vice-president of 
the Union Trust Company of Pittsburgh and 
president of the Monongahela National Bank, 
has assumed the duties of treasurer of the 
Youngstown Sheet & Tube Company. 

Ss. C. T. Dodd, manager of the business 
development department of the Peoples-Pitts- 
burgh Trust Company, has been appointed a 
member of the Forum Committee of Ameri- 
can Institute of Banking. 

Declaration of the regular semi-annual div- 
idend of 5 per cent by the Potter Title & 
Trust Company of Pittsburgh directs atten- 
tion to the fact that this institution has not 
failed in paying semi-annual dividends since 
its organization in 1902. 
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Cleveland 


Special Correspondence 


CO-ORDINATED ADVANCE IN 
INDUSTRIAL PROBLEMS 

Leading bankers, industrialists and_ busi- 
ness men of the larger centers in the Cleve- 
land Federal Reserve District are determined 
to make common cause in attacking the prob- 
lem of economic recovery, stimulating the 
use of credit for business enterprise and ex- 
panding the area of employment. Inasmuch 
as industry is the dominant asset of this 
district there is recognition of the fact that 
little can be accomplished without coordina- 
tion in dealing with production, financing and 
marketing of manufactured goods. The grav- 
ity of the situation is apparent to the most 
-asual observation in the larger cities where 
plants and mills are either idle or running 
at unprecedented low ratio with evidences 
of idleness and want on every side. 

One of the most encouraging developments 
in Ohio is the return of confidence toward 
banks. This is evidence by return flow of 
money, opening of savings accounts and the 
reopening of many of the banks which closed 
last year and during the current year. The 


nucleus for the united campaign for economic 
and industrial recovery is provided by the 
committee of leading industrialists, business 


men and bankers of the Cleveland Federal 
Reserve District, similar to the Young Com- 
mittee in New York and which is enlisted in 
the nationwide movement expected to result 
from the White House Conference called 
by President Hoover. 

Among the members of the Cleveland Dis- 
trict Committee are such well-known bank- 
ers as President Wilbur M. Baldwin of the 
Union Trust Company and of Cleveland; 
Harris Creech, president of the Cleveland 
Trust Company; Edward W. Edwards, presi- 
dent of the Fifth Third Union Trust Com- 
pany of Cincinnati; Chairman Thomas J. 
Davis of the First National Bank of Cin- 
cinnati and Henry C. McEldowney, president 
of the Union Trust Company of Pittsburgh. 
Besides the bankers the committee includes 
such well-known leaders of industry as 
Henry G. Dalton, Andrew Wells Robertson, 
Howard Heinz, Ernest T. Weir, William 
Cooper Proctor, George D. Crabbs, Harvey S. 
Firestone and George M. Verity. 


The Fifth Third Union Trust Company 
of Cincinnati, O., reports resources of $87,- 
495,878 ; deposits, $73,955,416; capital, $5,000,- 
000; surplus and undivided profits, $6,860,316 
and special reserves of $24,946. 


ELECTED VICE-PRESIDENTS OF 
GUARDIAN TRUST COMPANY 
Announcement is made by the Guardian 
Trust Company of Cleveland of the election 
of Allan Ayres and Robert C. Lee as vice- 
presidents at a recent meeting of the board 
of directors. At the same meeting the fol- 
lowing appointments were made: J. A. Pur- 
cell as assistant vice-president; J. A. House, 
Jr., H. P. MeIntosh, III and P. C. O’Brien 
as assistant ttreasurers; John <A. Boll as 
auditor and Arthur M. Penhallow as mana- 
ger of the credit department. 
W. C. Way of the trust department of the 
Guardian Trust Company was elected presi- 
dent of Cleveland Chapter, American Insti- 


tute of »anking, at the recent annual meeting 


of the board of governors. 


OFFICIAL CHANGES AT CLEVELAND 
TRUST COMPANY 

Henry Kiefer, vice-president of the Cley:2- 
land Trust Company and manager of its 
Peoples Bank office, has turned over the du- 
ties of managership of that branch to Frank 
G. Bett, who has been appointed acting mana- 
ger by the board of directors. Mr. Kiefer 
continues as a vice-president of the Cleve- 
land Trust Company. Frank G. Bett, the 
new acting manager, has been in the bank’s 
service for over twenty years. He held a 
responsible position at the People’s office 
under the late P. J. Huegle, assistant treas- 
urer and assistant manager of the office, who 
died June 24th. 

Mr. Kiefer began his 41st year as a 
banker on June 15th. He had been vice- 
president of the Peoples Savings Bank Com- 
pany for five years when it was merged 
With the Cleveland Trust Company in 1919. 
He is treasurer of the Forest City Com- 
mandery, Knights Templar, having been 
elected to the post for the thirty-first con- 
secutive time on June 7th. He will continue 
to divide his time between his farm on 
Wooster Pike and the desk where he has 
counseled and aided West Side citizens for 
two generations. 


Four banks of Newark, O., have formed 
the Newark Mortgage & Investment Company 
to aid employment by making improvement 
loans for Newark home owners. 

Carl W. Hummer has been elected treas- 
urer of the City Trust & Savings Bank of 
Youngstown, O., following reorganization of 
that institution. 

Edwin Baxter, vice-president of the Cleve- 
land Trust Company has been reappointed 


community fund campaign chairman for 1932. 
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APPEAL FOR MORE LIBERAL USE OF 
CREDITS 

While the large industrial and manufac- 
turing establishments of the Cleveland dis- 
trict must await a more definite upward 
trend in demand and consumption the fact 
is stressed by bankers that the most effective 
approach is by reviving confidence and more 
liberal absorption of credit on the part of 
small enterprises. This is stressed in a eall 
issued by the Young Committee of the Cleve- 
land Federal Reserve District which reads: 

“There is a vast amount of productive busi- 
ness available, particularly to the small 
manufacturers of the district, if banking ac- 
commodation can be extended to finance such 
productive business. These advances are in 
no sense in the nature of capital loans, but 
represent a need for current accommodation 
for the manufacture and sale of normal prod- 
ucts, predicated in many instances upon or- 
ders actually in hand. 

“It is a time for faith on the part of lend- 
ers of money, even as it is a time for cour- 
age on the part of those who need it and 
have thus far found themselves denied. If 
faith in the lender and courage and resource- 
fulness in the borrower are brought into 
partnership in a new approach to their mu- 
tual problems, there will be important gains 
in employment within this district, impor- 
tant increases in commodity and material 
sales and there will be important new re- 
sources available, through taxes to the com- 
munity, to the support of the validity of 
debts and interest payments. In short, all 
the related functions of our modern busi- 
ness life will be brought into a new and 
improved relationship, which may well be 
the beginning of the first important step 
toward sound recovery.” 


HOWARD I. SHEPHERD 

Officials of the Guardian Trust Company 
of Cleveland mourn tthe accidental death in 
an automobile wreck of one of their most 
valued associates, Howard I. Shepherd, a 
vice-president of the company since 1922 and 
chairman of the credit committee. The acci- 
dent occurred while driving alone from his 
camp near Grayling, Mich., and succumbed 
to injuries at the Mount Pleasant Hospital 
in Michigan. 

Mr. Shepherd was one of the foremost au- 
thorities on credit matters and was in fre- 
quent demand for addresses before banking 
and other groups. His genial personality 
won him many steadfast friends. He gradu- 
ated from the University of Michigan Law 
School and began his career in the prac- 


tice of law in Detroit. Later he became con- 
nected with the Toledo Shipbuilding Com- 
pany and then became vice-president of the 
Ohio Bank & Trust Company where he re- 
mained for fourteen years. He was also 
formerly the confidential associate of John 
N. Willys, the automobile manufacturer and 
was for a time treasurer of the Willys in- 
terests with offices in New York. In 1922 
he was elected vice-president of the Guard- 
ian Trust Company of Cleveland. 


“BANK ON WHEELS” ENCOUNTERS 
LEGAL OBSTRUCTION 

In response to calls for emergency bank- 
ing services in smaller communities which 
were deprived of facilities by the failure of 
banks, the First National Bank and Trust 
Company of Springfield and the First Na- 
tional Bank of Washington Court House, 
Ohio, conceived the idea of providing accom- 
modations to such communities by means of 
a bank on wheels. The rolling bank had 
been in operation but a short time when ad- 
vice was received from the Comptroller of 
Currency at Washington that such operation 
cease because the federal banking law does 
not permit a “rolling bank.” 


Joseph F. Partl has been advanced from 
cashier and trust officer of the Atlas Na- 
tional Bank of Cincinnati, O., to vice-presi- 
dent and trust officer. Robert J. Ott has 
been made cashier. 

Plans are progressing favorably for re- 
opening of the Ohio Savings Bank & Trust 
Company of Toledo, O. 

The City Trust & savings Bank of Youngs- 
town, O., closed since October 15, 1931, with 
deposits of over $15,000,000 has reopened for 
business with assistance from the Reconstruc- 
tion Finance Corporation. 

The City Savings Bank & Trust Company 
of Alliance, O., will be reopened following 
the completion of legal details. 

Progress has been made in reopening the 
Niles Trust Company of Niles, O. 

Plans for reopening of the Ohio Merchants 
Trust Company of Massillon, have been prac- 
tically completed. 

The First Wayne National Bank of De- 
troit announces the election of Joseph M. 
Dodge as vice-president with duties as as- 
sistant to Wilson W. Mills, chairman of the 
board. Mr. Dodge has had an extensive ex- 
perience in banking and as former bank 
examiner. 

The Dollar Savings & Trust Company of 
Wheeling, W. Va., reports trust funds of 
$13,713,000. 

















































Los Angeles 


Special Correspondence 


ESCROW AND SAFEKEEPING CHARGES 

One of the most valuable by-products of 
the distressing experiences of the past two 
and a half years is that banks may no longer 
be regarded or conducted as “free service 
stations.” Perhaps no other factor contribu- 
ted so much to the weakening and ultimate 
collapse of banking organizations throughout 
the country than the intense competition 
which prompted many managements to grant 
free services in countless directions, to offer 
inducements and rates which imperiled safety 
and solvency of the banks when the real test 
ame. 


Here in California there is a concerted 
drive to get rid of the “free service” pest, to 
conduct banking on a _ scientific basis of 
proper charges and ‘to stop all “leaks” in the 
overhead and expense reservoir. This cam- 
paign centers upon the work of the com- 
mittee on banking practices of the California 
Bankers Association and the establishment 
of uniform collection charge schedules to be 
diligently observed throughout the state. Such 
a schedule was recently compiled and sub- 
mitted to the members of the association by 
Arthur T. Brett, cashier of the California 
Bank of Los Angeles. The report is based 
upon a questionnaire sent out to 150 repre- 
sentative California banks and trust com- 
panies. 

According to Mr. Brett the replies indi- 
cated that in no department of a bank are 
free services dispensed more liberally than 
in the collection department. In submitting 
schedule of minimum charges on collections, 
safekeeping and escrow services, it is empha- 
sized that transactions requiring special at- 
tention should be charged on a basis com- 
mensurate with service rendered. 

As regards safekeeping charges the report 
sets forth that such charges should be sub- 
ject to trust department charges. If a bank 
has no trust department a schedule is set 
forth as applying to bonds, stocks, mortgages, 
trust deeds and miscellaneous papers, with 
minimum annual fee not less than an amount 
equal to one and one-half minimum safe de- 
posit box rental. As to escrow charges the 
report embodies a schedule in detail and sets 
forth that unless otherwise provided for, it 
is customary in a sale escrow for title 
charges to be paid by seller, recording 
charges of deed and new encumbrances to be 
paid by buyer and fees for drawing docu- 
ments to be paid by signer. 
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TRUST BUSINESS AT SECURITY-FIRST 
NATIONAL 

Louis H. Roseberry, vice-president and 
manager of the trust department of the Se- 
curity-First National Bank of Los Angeles, 
is able to look back upon an excellent record 
for new trust business during the first half 
of the current year and as surveyed at a 
recent meeting of the trust of the bank and 
its branches. According to the survey the 
largest amount of new business came to 
the Security office with second in line the 
Sixth and Spring Street Office which is now 
consolidated with the new central trust de- 
partment. Other offices rank as follows: 
Santa Barbara Branch, Long Beach Branch 
and Pasadena Branch. 

During the half year new trust business 
was developed by seventy-six offices and 
branches. A reduction is noted in number of 
new wills as well as value of estates repre- 
sented, which is attributed to the general de- 
cline in value of securities and real property. 
A gain of 2 per cent is shown in the number 
of private trusts obtained, although there is 
a decline in dollar-value of assets trusteed. 





Deposits of the ten Los Angeles banks and 
trust companies. members of the Clearing 
House Association, aggregated $849,528,829, 
as of June 30th, representing a reduction of 
7.6 per cent since the first of the year. Se- 
curity-First reports deposits, $444,754,000 ; 
3ank of America (Los Angeles branches 
only), $122,539,000; Citizens, $90,855,000 ; 
California Bank, $80,447,000 and Union, $25,- 
767,000. 

Edward Elliott, vice-president of the Se- 
curity-First National Bank of Los Angeles, 
is chairman of the local resolutions com- 
mittee in connection with the A. B. A. con- 
vention and Clarence A. Lyman, of the adver- 
tising department of the bank is head of the 
hotel bulletin and decoration committee. 

John M. Bittner has been placed in charge 
of the new municipal department of the 
Union Company in Los Angeles, which is the 
investment affiliate of the Union Bank & 
Trust Company of which Donald O’Melveny 
is president. 

W. R. Moorhouse, vice-president of the Se- 
curity-First National Bank of Los Angeles, 
Cal., has prepared a handy reference work 
entitled “Bankers’ Guide Book.” 

The report of the committee on banking 
practices of the California Bankers Associa- 
tion shows that forty-two different systems 
of computing interest on savings accounts 
are employed in forty-six of the larger sav- 
ings banks in California. 
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San Francisco 


Special Correspondence 


STABILITY OF SAN FRANCISCO’S 
BANKING INSTITUTIONS 

Few of the larger financial centers of the 
United States are able to record such de- 
gree of stability and uninterrupted function- 
ing as demonstrated by the banks and trust 
companies of San Francisco. Conservatism 
is one of the cherished traditions of banking 
conduct in this city. It is inherited and 
ingrown among the bankers of this city who 
pride themselves upon the histories of their 
respective institutions, some of them reach- 
ing back to the frontier and “gold rush” days 
of California. 


A recent analysis of the June 30th state- 
ments rendered by San Francisco banks and 
trust companies reveals a high degree of 
liquidity. The five national banks show an 
average of 11 per cent of deposit liability 
held in cash, 28 per cent in government and 
high grade bonds ‘and securities and 61 per 
cent in loans and discounts. The seven state 
banks and trust companies show average of 
14 per cent in cash, 39 per cent in govern- 
ments and high grade bonds and securities 
and 47 per cent in loans and discounts. 

The composite statement likewise shows 
that five of the city’s large banks reported 


substantial increases in deposits during the 
first half of the year. The Bank of America 
leads with an increase of $51,600,000 since 
March 12th and embracing 130,000 new de- 


positors. The Crocker First National and 
Crocker First Federal Trust Company, ex- 
perienced a substantial gain bringing depos- 
its up to $108,685,000. It is noteworthy that 
the Crocker banks increased surplus and un- 
divided profits accounts since the first of the 
year by $302,822 after payment of semi- 
annual dividend of 7 per cent amounting to 
$420,000. These institutions also show liquid 
resources of 64 per cent. Other fine records 
made were by the Bank of California, the 
Anglo California National Bank, the Wells 
Fargo Bank and Union Trust Company and 
the San Francisco Bank. 


The Bank of America has received author- 
ity to establish a branch at Needles, San Ber- 
nardino County, Cal. 

George L. Woolrich, executive of the Wells 
Fargo Bank & Union Trust Company of San 
Francisco, has completed forty-six years of 
service with that institution. 

Stockholders have ratified the plan for 
merger of the Pacific National Bank with 
the City National Bank of San Francisco. 
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CHANGES IN LOS ANGELES OFFICES OF 
BANK OF AMERICA 

At a recent meeting of the board of direc- 
tors of the Bank of America of California a 
number of promotions were made in the offi- 
cial staff of the Los Angeles offices. Rossell 
G. Smith, widely and favorably known among 
Pacific Coast bankers, succeeds Walter L. 
Vincent as cashier. He was formerly vice- 
president in charge of the banks and bankers’ 
department and is prominent in American 
Bankers Association, Reserve City Bankers, 
California Bankers Association as well as in 
A. I. B. circles. 

W. D. Yealland, formerly assistant vice- 
president and comptroller of the trust de- 
partment, becomes assistant to the cashier. 
J. E. Huntoon, vice-president, Sacramento 
main office, comes to head office in banks and 
bankers department. J. A. Thomson, vice- 
president, Oakland bank office, becomes vice- 
president in charge of investment for the 
entire Bank of America system, succeeding 
Edward H. Geary. 

A. Fenton has been transferred to the San 
Francisco headquarters and becomes vice- 
president and personnel director. J. A. Purdy 
comes to the Los Angeles headquarters as as- 
sistant vice-president of the personnel de- 
partment in Southern California. 

Two executive vice-presidents were elected 
for the San Francisco headquarters. R. M. 
Clarke becomes executive vice-president and 
auditor, and Hugh L. Clary, formerly vice- 
president and personnel director, becomes 
executive vice-president and vice-chairman 
of the operating committee of the bank. 


were 
the 


new manufacturing plants 
San Francisco during 


Twenty 
established in 
month of May. 

The First National Trust & Savings Bank 
of San Diego, has followed the example of 
the Bank of America of San Francisco, in 
granting loans for home building on a lib- 
eral basis. 

W. S. Guilford of the California National 
Bank of Sacramento, has been elected a 
charter member of the American Institute 
of Real Estate Appraisers which was re- 
cently organized by the National Association 
of Real Estate Boards. 

The annual convention of the National As- 
sociation of Life Underwriters was held in 
San Francisco recently. 

R. D. Brigham, vice-president of the newly 
consolidated Anglo California National Bank 
of San Francisco has been elected a member 
of the executive council of the California 
Bankers Association. 
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A CONFERENCE ON ADVERTISING 
AND NEW BUSINESS PROBLEMS 


Pusitic CONFIDENCE. 
Can You Regain it 
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Changing conditions; how to meet 
them. Dwindling confidence; how 
to restore it. Diminishing returns; 
how to stem them! Four days— 
9:30 A. M. to 10:00 P. M. every 
day—solid sessions crammed with 
fact-finding discussions 

are invited to attend this annual 
conference which will change the 
conception of the uninitiated 
concerning a convention. 


90 informative talks and discus- 


Sz A Meeting of Financial Men 
and Minds for Mutual Benefit 


sions by 90 financial advertis- 
ing and merchandising leaders. 
Every bank, trust company and 
investment concern interested in 
meeting the problems of today 
should have one or more repre- 
sentatives at this conference. 


An exhibit of over 200 panels 
will contain the direct mail, news- 
paper, billboard and window ad- 
vertising of the nation’s leading 
financial institutions. 


For hotel reservations and convention details address Preston E. Reed, 
Executive Secretary, Suite 1752—231 South La Salle Street, Chicago 


FINANCIAL ADVERTISERS ASSOCIATION 
17TH ANNUAL CONVENTION - SEPTEMBER 12+ 13. 14-15 


CONGRESS HOTEL + CHICAGO 
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